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Public Assistance and Social Insurance 


EDITORIAL FOREWORD 


Dr. A. E. Grauer, Director of the Department of Social Science at the 
University of Toronto, was retained by the Royal Commission on Dominion- 
Provincial Relations to make a study of social services in Canada. The method 
of presentation and any expressions of opinion are solely the responsibility of the 
author, and not of the Commission. 

The study is presented in two major parts, the first dealing with the various 
forms of public assistance, such as unemployment relief and old age pensions, 
which are now given by Canadian governments without a direct contribution 
from the beneficiary in return, and the second discusses the principles and 
applicability of social insurance. 

Particular attention is given to the problem of unemployment relief. In 
Canada, employables and unemployables (and drought or flood-stricken farmers) 
are all grouped together, and are theoretically the responsibility of the munici- 
pality. Criticism of this unique system is two-fold. First, Dr. Grauer argues 
that there is a significant difference between the problems of the able bodied 
unemployed and of the unemployable. Fluctuating seasonal and migratory labour 
conditions in Canada demand a national approach—national jurisdiction and 
national responsibility—to deal with unemployment adequately and in such a way 
as to preserve the essential mobility of labour in the Canadian economy. The 
second criticism is that the burden is very unequal between municipalities, and 
many are incapable of bearing it in a serious depression. From 1931-37 munici- 
palities as a whole paid 18 per cent of the $813 million relief bill, and generally 
charged that even this proportion was a crushing burden. In addition to the 
abuses customary when one government spends another government’s money, there 
has been a noteworthy tendency in Canada for governmental authorities to 
concentrate on disputes over the division of the costs of relief rather than on steps 
to reduce the costs. 

Dr. Grauer also considers the counter arguments that local authorities are in 
the best position to check relief claims and prevent petty swindling, and that federal 
responsibility would present particular difficulties in a country with the wide 
regional variations in living costs and wage rates of Canada. 

Chapter I of the study defines the problem of public assistance in Canada 
and sketches the British relief policy. In Chapter II Dr. Grauer considers unem- 
ployment relief, quotes the terms of the numerous Dominion-Provincial relief 
agreements, and in a series of tables sets out in detail the cost of relief in the seven 
years 1931-37, indicating the share borne by the federal, provincial and municipal 
authorities. The working of the system of conditional grants for relief is discussed 
in Chapter III. In succeeding chapters Dr. Grauer deals with other forms of public 
assistance—old age pensions, pensions for the blind, mothers’ allowances, child care, 
hospitalization, poor relief and other custodial care. Administration of these forms 
of aid—except old age pensions—involves Dominion-Provincial relations in only a 
minor and incidental way. Appendices to the study describe in some detail the 
organization of relief in Canada, the medical provision now made for the unem- 
ployed, the British scheme of vocational training for young people and unemployed 
men and women, and the statutory hospital grants paid by all Canadian provinces 
and municipalities. ’ 
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“Social Insurance” is insurance for low-income groups against the financial 
hazards of unemployment, sickness, accident, maternity, and old age. These are 
crises for which the individual cannot, or will not, budget, but for which provision 
can be made by building up a fund from a multitude of small, compulsory 
contributions. 

Social insurance raises important questions of jurisdiction in Canada. It is 
also of particular concern to public finance because it offers an alternative and 
business-like method for dealing with the many problems now being met, in 
an admittedly unsatisfactory and costly manner, by government (and private) 
charity. 

The arguments for a comprehensive system of social insurance stress the 
advantage to the individual, to industry, and to the state, from applying insurance 
principles to finance the important social costs which appear to have become 
permanent elements in modern industrial countries. These costs are now being 
met in part directly by governments through various forms of public assistance, 
and in part indirectly by the economy as a whole through deterioration and wastage 
of human resources and consequent economic maladjustment and loss. The chief 
controversy, of course, is over the degree to which these present costs (partly 
incalculable) would balance the specific costs of social insurance. Critics fear that 
social insurance would involve new, large, and rigid costs which cannot be borne 
by an export economy. Obviously much would depend on the type of system set 
up and the extent to which actuarial principles were strictly adhered to. In 
connection with this, Dr. Grauer gives a summary of the social insurance systems 
in operation in other countries. 

Of great importance to Canada is the problem of the most desirable alloca- 
tion of jurisdiction. Here, it should first be noted that “social insurance” is a 
general term, embracing systems with very different characteristics designed to 
meet different problems. Jurisdiction in the whole field is now in the hands of the 
provinces, but Dr. Grauer finds that some forms of social insurance, not foreseen 
at Confederation, could best be introduced and administered on a national basis and 
under Dominion jurisdiction. The chief example of this is unemployment insur- 
ance. On the other hand he believes that certain other forms such as health 
insurance and industrial accident insurance may be effectively administered under 
provincial jurisdiction. In the final chapter Dr. Grauer considers seriatim the 
several types of social insurance and discusses where, in Canada, authority should 
be vested to enact and administer them. 

The first draft of this study was completed in August, 1938, and after having 
been circulated to the Dominion and provincial governments for comment, was 
revised where necessary and put in its present form in the spring of 1939. 


PUBLIC ASSISTANCE AND SOCIAL INSURANCE 


Part I—Public Assistance Including Unemployment Relief! 


CHAPTER I 


INTRODUCTION 


The term “public assistance’ covers outright 
financial and other help given by public authorities 
to those who cannot provide for themselves.2 It 
differs from social insurance in that funds are 
provided solely by the government, and usually 
after some sort of a “means test.’”’ Historically, it 
has been known as “poor relief’ and this all- 
inclusive term covered every kind of person in 
want. In modern times, there has been a marked 
trend towards differentiating between various kinds 
of need, and making statutory provision for each 
category. It has been considered good public 
policy to lift definable and worthy needy persons 
such as the aged, widows and orphans out of the 
class of “paupers.” Thus in Canada, legislation 
provides for old age pensions, mothers’ allowances 
and the care of neglected children in the majority 
of provinces. In most mature industrial countries 
the process went much further and comprehensive 
systems of social insurance were introduced. In 
this way many families were shifted from state 
philanthropy to state insurance; widows and 
orphans, for instance, received pensions under the 
contributory insurance scheme rather than non- 
contributory mothers’ allowances. 

The wide-spread and stubborn unemployment of 
post-war years introduced a new problem. How 
were the people to be treated who were normally 
self-supporting working folk but now forced to 


ment? This problem faced countries like Great 
Britain, with systems of unemployment insurance 
in operation, as well as countries like Canada, with 
no such provision. 

In Great Britain, there was a transitional period 
during which the able-bodied unemployed were 
either looked after by the unemployment insurance 
system after they had exhausted their legal right 
to benefits, or put on poor relief. Neither alterna- 
tive proved satisfactory. The former practice, 
covering the bulk of the unemployed rapidly 
threatened the bankruptcy of the Insurance Fund, 
which had to borrow heavily from the government. 
The latter was resented by the unemployed who 
objected to being treated as needy poor, and it 
also put a very uneven financial burden on local 
authorities who were traditionally responsible for 
poor relief. After considerable experimenting, 
Great Britain created a new category of persons 
receiving statutory public assistance. The Unem- 
ployment Act of 1934 set up a new department of 
state called the Unemployment Assistance Board, 
providing for the able-bodied unemployed (once 
they had exhausted their benefits) by a system 
other than poor relief. The importance of this 
step may be deduced from the fact that, except 
for the Employment Exchanges set up in 1910, 
this Board is the only new national service with 
local offices to be established in Great Britain for 
over two centuries. 


obtain state aid because of prolonged unemploy- 


1The National Employment Commission recommends the use 
of the following terms (Final Report, p. 33): 


(a) “Aid” to designate moneys granted by the Dominion to 
alleviate conditions of persons in need, whether because of 
unemployment, loss of gainful occupation, or agricultural 
distress, classified respectively as “Unemployment Aid”, 
“Occupational Aid”, and “Agricultural Aid”. 

(b) “Assistance” to designate payments made under regularized 
statutory provisions on a definite basis to meet continuing 
social need, whether the same be paid wholly by the 
province and/or municipalities, as in the case of Mothers’ 
Allowances, or jointly on a Dominion-Provincial contributory 
basis, as in the case of Old Age Pensions. 

(ec) “Relief” to designate payments made by the municipalities 
for the relief of destitute or indigent individuals. Such 
relief is subdivided into “outdoor relief” where accorded to 
the person living in his ordinary place of abode, and into 
“indoor relief’ where custodial or institutional care is in 
question. 


(d) “Voluntary Aid” to designate help accorded distressed 
individuals by services under voluntary operation and sup- 
ported mainly by voluntary contributions. 


In this memorandum “Public Assistance” is used as a general 
term covering (a), (b) and (o} above. The term “aid” is not 
always adhered to and “unemployment relief’ is used where it 
would appear to be a clearer term in accordance with common 
usage. Where governmental payments to destitute individuals 
other than statutory cases or the able-bodied unemployed are 
being considered “poor relief” or its constituent terms “outdoor 
relief” and “indoor relief” are used. 


2In Quebec, the Church plays an important role in the field of 
“public assistance”. For a detailed study of Public Assistance 
and Unemployment Relief in Quebec see the study of Esdras 


epee es en VS A a eT 


The British Parliament had | 


Minville on Social Legislation in the Province of Quebec. It - 


should be noted also that the term “public assistance” in Quebec 
has a special application much more restricted than that defined 
here, to services provided under the Public Charities Act. 
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concluded that unemployment was a permanent 
national problem, warranting a permanent national 
service for the treatment of its victims. The Act 
put all the unemployed in the hands of the national 
government; or, in other words, all employable but 
jobless persons became a national responsibility, 
either through unemployment insurance or unem- 
ployment assistance. Needy unemployable persons 
are still the responsibility of the local authorities. 
“Poor relief” is still the residual category; but the 
able-bodied unemployed have now been taken out 
of it. 

Canada is still groping with the problem of the 
able-bodied unemployed, and it is by all odds the 
over-shadowing problem in the field of public 
assistance. Traditionally, “poor relief’ was the 
only resort for the needy in Canada as in Great 
Britain; and it has also been the responsibility of 
the municipalities. Aside from the influence of 
British traditions, there was good reason why 
Canadian local authorities should look after the 
poor. In a new and rapidly developing country 
with a normal scarcity of labour the problem of 
poor relief was insignificant and could easily be 
handled by the municipalities. “Poor relief” in 
Canada has almost invariably meant relief for 
unemployables. In the pioneer days, the able- 
bodied person could always leave the cities and go 
west. 

The short depression of 1921 was sharp enough 
to call forth Dominion financial assistance but it 
was commonly regarded as but a post-war adjust- 
ment and did not lead to widespread demands for 
reallocation of responsibilities for unemployment. 

After the depression began in the fall of 1929 
there was for the first time prolonged distress on a 
large scale in Canada. Canada was really con- 
fronted with a new situation. This was no short 
panic in a vital, new country, caused by land or 
railway speculation; it was a basic, economic reces- 
sion affecting every part of the nation. It reflected 


the interdependence of our agricultural, industrial 
and financial life with the world economy. There 
was no longer a frontier to provide an escape. The 
picture was entirely different from that of pre-war 
days. 

Sudden and wide-spread distress caught Cana- 
dian governments totally unprepared. They had 
had no direct reason to think in such terms. At 
first, it was assumed that local poor relief, supple- 
mented by private welfare agencies, would take 
care of the situation. The sight of long queues 
receiving hand-outs of food and clothing from poor 
relief centres became common in the cities. The 
resources of private welfare agencies were strained 
to the breaking point. The inadequacy of this 
system was patent and soon the provincial and 
Dominion governments shared the burden. The 
local poor relief facilities were superseded by 
emergency unemployment relief organizations. 
“Unemployment relief” thus became a residual 
category embracing indigent unemployables as well 
as the able-bodied unemployed. Even drought 
victims received “unemployment relief.” 

What was essentially a new problem for the 
country, therefore, the mass need of normally 
employed persons, became indiscriminately mixed 
with the traditional problem of poor relief. The 
present method of dealing with it is not the result 
of a sober appraisal. It is purely a make-shift to 
meet what have been considered emergency condi- 
tions. There is no historic relationship between the 
current problem of widespread need through unem- 
ployment and traditional poor relief. Unemploy- 
ment relief is part of the problem of providing 
economic security for wage-earners who are affected 
periodically by unemployment, and is a different 
problem from the provision of maintenance for the 
impotent poor. The relationship of unemploy- 
ment relief to the other social services should of 
course be kept in mind but its organization must 


' be analyzed on its own merits. 
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Cuapter II 


UNEMPLOYMENT RELIEF 


1. Nature or THE Propiem 


The nature of the problem of unemployment 
is dealt with elsewhere at some length.? It need 
only be said in summary here that the problem 
is very complex, and is in fact not one but 
several problems. First, there is seasonal unem- 
ployment caused chiefly by weather conditions but 
also by social customs like Christmas and by the 
organization of certain manufacturing industries 
with busy and slack seasons (e.g. automobiles). 
The harvesting and moving of the wheat crop and 
the seasonal nature of logging and fishing cause 
sharp swings of employment in Canada; and corre- 
sponding swings are caused in secondary industries 
supplying these primary industries. Second, there 
is structural unemployment caused by changes in 
the structure of industry. Technological unem- 
ployment is the most important type here. If the 
economic system is a healthy and expanding one, 
those thrown out of work by new and improved 
machine processes can readily be reabsorbed; other- 
wise, they form a distinct problem, even in relatively 
good times. Third, there is cyclical unemployment 
caused by the passing of the industrial system into 
alternate periods of prosperity and depression. 
This type of unemployment is responsible for 
“mass” unemployment and has been our chief 
trouble since 1929. It may have a different impact 
on capital goods industries and consumers’ goods 
industries; and in the recovery phase, the problem 
of stimulating the capital goods industries often 
presents special difficulties. 

It is apparent that there will always be some 
unemployment in Canada, even in good times. It 
is also apparent that treatment of the unemployed 
and cure of unemployment are both very complex 
problems that require intensive thought and plan- 
ning and the utmost in the way of co-ordinated 
effort. 

2. PROPORTIONS OF THE PROBLEM 


(a) Physical+ 

Table 1 gives the numbers reported by the 
Dominion Commissioner of Unemployment Relief 
as being on relief in the high and low months of 


8 See Part II of this study on Social Insurance, Chapter 7. 

4This section covers only those who are on unemployment 
relief, and it must not be assumed, as is often done, that these 
figures represent the total number of unemployed. The Dominion 
Bureau of Statistics’ estimates of the number of unemployed 
would indicate that only about half the unemployed are on relief. 


each year since 1932. These numbers are classified 
under “direct relief” and “other relief” with a 
further classification of the numbers on “ direct 
relief ” under “non-drought areas” and “ drought 
areas.” The numbers include both those assisted 
because of unemployment and those in receipt of 
agricultural relief. The numbers under “ direct 
relief” in the “non-drought areas” cover by far 
the most of those assisted, amounting to a high of 
1,427,746 or 13:4 per cent of the total population 
in April, 1933, and exceeding 10 per cent of the 
total population in the high months of every year 
except 1937. While much the larger proportion of 
the numbers in this classification consists of those 
whose need arose from unemployment, there are 
also included a considerable number of farmers out- 
side the drought areas in the Prairie Provinces and 
also in other provinces. ‘‘ Other Relief Projects ” 
covers chiefly the urban unemployed, although it 
also includes victims of agricultural distress and 
others. When the numbers here are added to the 
unemployed in receipt of direct relief, the percent- 
age of the total population receiving unemployment 
relief exceeds 10 per cent in March, 1987, too. 

It can be seen, then, that the problem of unem- 
ployment continues to be a very stubborn one. 
Reasons have already been advanced for concluding 
that some unemployment will exist permanently 
and this fact should be kept in mind when consider- 
ing the best organization for dealing with the 
unemployed. 

Only a small proportion of the unemployed were 
dealt with in ways other than direct relief. Table 2 
breaks down “ Other Relief Projects” into specific 
types of project and gives the monthly average 
number of unemployed engaged on each. The 
numbers shown under “ other provincial works ” 
and “municipal works” are confined to projects 
contributed to by the Dominion, and do not include 
those afforded employment on projects financed 
wholly by the provinces and/or municipalities. 
The number of unemployed taken care of by 
federal, provincial and municipal relief works is 
relatively small despite the substantial sums spent. 


_ This bears out the experience of other countries 


11 


that relief works are in the short run a great deal 
more expensive than direct relief. 
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TABLE 1 


Summary by Years of Numbers Reported by the Provinces and Federal Departments as on Unemployment and Drought Relief (*) 


Eieey Retiel Other Relief 
Highest Non-drought Areas Drought Areas Projects (*) Per- 
and $$$ | Total centage 
4 Lowest Per- Per- Per- Numbers os Popu- 
Month centage centage centage tion 
Numbers of Popu- Numbers of Popu- Numbers of Popu- 
lation lation lation 
1932 |December............ 1,170,290 11-1 72,226 0-7 56,434 0-5 | 1,298,950 12-4 
MBG teem as. 0 elder 456,713 4:3 140 , 233 1-3 65,517 0:6 662, 6-3 
UND ADEE cea ticcthe cece 1,427,746 13-4 89,785 0-8 72,151 0-7 1,589 ,682 14-9 
September........... 920,310 8-6 48 ,813 0°5 83 , 408 0:8 1,052,531 9-9 
1934 |March............... 1,205,863 hel 152,436 1-4 146,061 1-3 | 1,504,360 13-9 
September s.5% suns a 824 ,553 7-6 105 ,617 1-0 92,413 0-9 1,022,583 9-4 
NOSE IMArGH dea. csc ee oe ae 1,172,246 10-7 178 ,583 1-6 118,275 1-1 | 1,469,104 13-4 
September........... 886, 4 8-1 18,554 0-2 60,269 0-6 965 , 286 8-8 
OSG’ Vi Mardhysc.\ dis bond 1,240,074 11-2 158 ,058 1-4 74,582 0-7 1,472,714 13-4 
September........... 873,735 7-9 99,931 0-9 57,138 0-5 | 1,030,804 9-3 
19387 |March............... 1,045,766 9-4 167,961 1:5 79,247 0-7 | 1,292,974 11-6 
BURUAG. «inchs 62 %0s 2 573,199 5-2 144,311 1-3 41,846 0-4 759 ,356 6-8 


(*) From the annual reports of the Dominion Commissioner of Unemployment Relief. 
(6) Includes single homeless men, farm placement, Dominion, Provincial and Municipal works, ete. 


TABLE 2 


Numbers Assisted in Relief Projects as Reported by the Provinces and Federal Departments from May, 1932 to December, 1937, Monthly 
Average for Each Year (*) 


Move- 
hi : . : 
Monthly Trans Fel Muni- Federal wee Farm Single Per Relief Youth 
Average Canada vincial oe Works Tran- Piace- Home- Assist- Settle- Train- 
Works ia sients et less ance of — m3 
Settlers 
1932 (8 months)...... 462 1,486 15,504 ESL i. See meee 817 PAUP (i Wie ee rk x 52 yr hl BS laeenes-9 
LS ee Me 4,445 10,118 7,422 WSS i Valen 4,999 45),038, sehen teres 9 C6727 ae 
RGAE ads su Dainese a 7,773 29 ,098 20 , 832 B20) wiegireaeme 4,636 38,318 31 Lb, Sod.) hehe 
IER chalet a cae tos, ottreyatets 5,613 16,567 1,908 ODS sc. eepemee 4,010 35,724 22 18 B85 1.. sinn germs 
BOOS Focr8 <4 RE 5,330 13,188 1,170 218 307 7,612 15,175 461 18,350: 02. sae 
coe Weathers ie Secaed 1,084 10,656 BOS Brae ae eeta 2,736 18,651 1,330 217 9,963 3,558 
(3 months)...... 30 2,154 oY css Seely 2,477 SOR GSO oe, ee slate eee 24,185 28 , 292 


(*) Based on the annual reports of the Dominion Commissioner of Unemployment Relief, 1938. 


The cost of dealing with all the unemployed in unemployed are to be aided in that manner without 
Canada by relief works would have reached huge threatening the financial stability of governments. 
figures. This does not mean that relief works Another fact disclosed by Table 2 is how little 
should be ignored, because they are admittedly a has been done in Canada in training the unem- 
more desirable type of relief than direct relief. It ployed. Almost the entire stress has been on their 
does show, however, the need of careful financial maintenance. Such a policy ignores the physical 
and technical planning in good times for a works and moral results of enforced idleness and the ques- 


program in bad times if a substantial number of tion of future re-employment. It was not until the 


reports of the National Employment Commission 
that attention was paid to the constructive side of 
unemployment policy. The most important de- 
parture was the inauguration in June, 1937, of a 
youth training program in which a substantial 
number of young persons across the country are 
now enrolled. This is a good beginning, but almost 
everyone who has been unemployed for some time 
needs training or rehabilitation or both. Skills 
become rusty with idleness and skilled workers need 
refresher courses if they are to stand a chance of 
gaining and holding a job. Unskilled workers form 
the hard core of unemployment; it is a class easy 
to drift into but hard to get out of. The more 
numerous the unskilled workers who become semi- 
skilled or skilled, the greater is the employability 
of a nation’s working force as a whole. The same 
holds true when men and women are taught new 
vocations. All workers, both skilled and unskilled, 
run the risk of physical deterioration after pro- 
longed unemployment. Any program of physical 
rehabilitation will, therefore, increase their efficiency 
and enhance their prospects of both getting a job 
and keeping it. Great Britain is the country that 
has done most along these lines, and the various 
schemes developed there are outlined in Appendix 
Til. 

The figures given in Table 1 include both em- 
ployables and unemployables. The registration 
conducted by the National Employment Commis- 
sion throws some light on the relative importance 
of each category. In March, 1937 (the highest 
month), there were slightly under 260,000 employ- 
able men and women receiving relief in the whole 
Dominion. This figure included heads of families 
and their employable dependents over 16 years of 
age, and individual persons. There were 58,261 
unemployable persons and those of doubtful 
employability in receipt of relief. The rest of 
those on unemployment relief were non-worker 
type dependents. It is not known how many of 
these were dependents of employables and unem- 
ployables, but one would expect most of them 
to belong to employable families. In March, 
1938, the figures of the National Registration 
show 174,549 fully employable men and women 
in receipt of material aid and 46,999 listed as 
unemployable or of doubtful employability. The 
latter categories are none too exact as they depend 
on provincial classification which varies from proy- 
ince to province. Two things strike one about 
these figures. First, even excluding drought relief, 
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the bulk of those on “ unemployment relief” are 
employables (counting non-worker type dependents 
with the employable head of the family). Thus 
any re-allocation of functions that left the muni- 
cipalities with only the unemployables to look 
after would relieve most of them of the major 
part of their present financial burdens for relief. 
Second, the absolute number of persons available 
for employment is not as large as a first glance at 
unemployment relief figures would suggest. One 
hundred thousand jobs for heads of families would 
cause a transformation of the unemployment relief 
picture because of the number of dependents who 
would also be taken off relief. 

The question of agricultural relief must be kept 
distinct from that of unemployment relief because 
the need for the former flows from different causes 
than the need for the latter. This fact has been 
officially recognized since the report of the National 
Employment Commission and agricultural relief in 
the drought area is now administered through the 
Department of Agriculture. The figures shown in 
Table I for those receiving aid in the drought areas 
are made more significant when it is realized that 
they are concentrated in the three Prairie Prov- 
inces and especially in Saskatchewan. These 
figures should be increased slightly for complete- 
ness because not all those in receipt of agricultural 
aid were in the regions specifically designated as 
“drought areas.” 


(b) Financial 


Tables 3 to 5 show the proportions of the 
problem of unemployment relief from the financial 
point of view.5 

Table 3 deals with those relief expenditures 
which were made through provincial and municipal 
agencies and gives the figures province by province 
and year by year. Dominion loans to provinces 
and provincial loans to municipalities are shown as 
memoranda only and do not affect the total amount 
disbursed. 


_  5It is impossible to allow for the extent to which relief figures 
in some provinces might conceal expenditures which would normally 
appear under “public works”, etc., or conversely, for the extent 
to which colonization and development schemes, and road-building 
programs, etc., might conceal items which should be charged to 
relief. Any other qualifications of the figures are indicated in 
footnotes to the tables. 


14 


TABLE 3° 
Relief Disbursements Through Provincial and Municipal Agencies 
(Millions of Dollars) 
Years ending March 31 (*) | 1931 | 1932 | 1933 | 1934 | 1935 | 1936 | 1937 Pad 
‘0 


Aut Provinces 


41 52 234 (>) 


Dominion Share............. 28 43 
i 9) | 21) | 32 14 102(») 


3 33 34 
Dominion Loans to Pro-|...... 11) | 15(@) 
Wintel (O)a.i5a0tawcacaiees 
Provincial Share(4).......... 9 39 39 
Provincial Loans to Muni- 
cipalities ((*)...... 


Municipal Share (f).. 

SEGUE TOFS mos The Gene 
Dominion Share............. 3] 3-4 4-1] 3-3 | 8-2 | 2-3 | 3-5 20-1 
Dominion Loans to Provinces 

MONTE, ALA 5 Soeaat he's babe 514 oe sed 1,4] 2:-4]1-9 | 4-0 | 6-6 | 4-0 20-3 
Provincial Share............ 1:0] 8-5] 3-6| 3-6 | 5-5 | 7-6 | 5-6 30-4 
Provincial Loans to Muni- 

CMG TE) cas a seta rhe ske weds 6 | —-2 1 3 ‘7 “1 1-6 
Municipal Share (f).......... 9] 1-4 +2] 1-1 | 1-3 | 1-5 8 8-2 

ORAL vist asevies sa Ses 2-2} 8-3] 8-9] 8-0 |10-0 {11-4 | 9-9 58-7 
ALBERTA 
Dominion Share............. +2 | 2-6 | 2-6 | 1-5 | 1-6 | 1-8 | 3-6 13-9 
Dominion Loans to Provinces 

OY: hte iy ay Unk Sue aaen ea atari 1-0 | 1-9 | 2-1 | 3-9 | 7-6 8 17-3 
Provincial Share. ........... 1-4 | 2-6 | 2-2 | 2-3 | 8-4 | 4-4 | 3-3 19-6 
Provincial Loans to Muni- 

cipalities (°) 9 6 7 Gals aa, « 2-7 
Municipal Share (f).......... “6 | 1-3 | 1-0 | 1-2 | 1-1 | 1-4 | 1-4 8-0 

COUR Awe shi avin aos 2-2 | 6-5 | 5-8 | 5-0 | 6-1 | 7-6 | 8-3 41-5 
SASKATCHEWAN 
Dominion Share.............| *5 | 7:9 | 7-1 | 2-4 | 8-1 | 7-2 [11-3 | 44-50) 
Dominion Loans to Provinces’ 

(9) sk sccrentWobble Teh sh ghecvess 7-0()| 7-2()) 4-7(>)|} 9-00)/12-9 | 4-5 | 45-3) 
Provincial Share (@)......... 1-8 [11-5 | 6-1 | 7-2 |11-9 |10-1 | 5-9 | 54-5) 
Provincial Loans to Muni- 

CIDATUOS CO) Since c fase ccneel sess cla oteen 5 SMe RES et ese | bh eee 9 
Municipal Share(‘)........... 2-7 | 3-8 1-8 1-9 1-2 1-8 1-6 14-8 

OPAL) cco ativan 5-0 |23-2 {15-0 |11-5 (21-2 |19-1 |18-8 113-8 
MANITOBA 
Dominion Share............- 38 13-3 | 2-8 | 2-5 | 2-2 | 3-3 | 5-1 | 19-5() 
Dominion Loans to Provinces 

MYL GERP cade. cree wisiv-we's beh ely ~'naiers 4-10)| 4-7 | 4-6 
Provincial Share............ 3- 3-5 | 4-2 
Provincial Loans to Muni- 

cipalities(¢)....... 1 1-1 6 
Municipal Share (‘). 1 2-9 6 

DORAL «sath otuga de ite 


*Preliminary calculations. A revised and more accurate statement appears in 
Part ITI of the Report. 


(*) Figures for provincial and municipal fiscal years have been adjusted, where 
necessary, to years ending March 31. ra 

() Subsequent to March 31, 1937, the Dominion government took authority to 
write off the following amounts from the loans as shown in this table:—1-5, 4-3, 1-7 
and 7-6 in 1931-32 to 1934-35 respectively, for Saskatchewan and -2, -3 and -3 in 1932-33 
to 1934-35 respectively, for Manitoba. These operations would effect a corresponding 
retroactive increase in the Dominion Share, and decrease in the Provincial Share, 
as given in this table. 4 

(°) Loans under Relief Acts excluding loans made specifically to meet maturities 
and intorest falling due in Canada and New York and, in the case of Saskatchewan, 
excluding loans made in capitalization of interest; this line is shown as 8 memorandum 
only and does not affect the total of disbursements made in the province. 

@) For nee of comparability with other provinces items representing interest 
on relief debt have, in Saskatchewan, been excluded from Provincial Share (and 
from Dominion Loans to Province). : 

(*) Relief loans on which full contractual interest has been paid, including all 
relief loans to cities; other relief loans (the majority of which have been written off 
by the provinces) are here treated as provincial expenditure in the year in which they 
were made and nding amounts are excluded from the municipal share. 
vincial loans to municipalities are shown as a memorandum only and do not affect the 
total of disbursements made in the province. 

(!) The figures under this heading are less complete than in the rest of the table; 
little information is available on those municipal relief expenditures which were not 
shared with the province. 


TABLE 3* 
Relief Disbursements Through Provincial and Municipal Agencies 
(Millions of Dollars) 


Years ending March 31(*) | 1931 | 1932 


Provincial Share. . 
Municipal Share (‘) 


"EOREE b gostr tne ee ass 6-1 | 25-8 | 31-4 | 42-7 | 62-3 | 54-5 | 38-0 | 260-8 
QueExBec 

Dominion Share............ 3] 5-1] 5-8] 4-7] 11-8] 7-9 | 10-4 45-5 

Provincial Share. .. an 9] 7-1) 7-9] 8-4] 10-8 | 11-0} 14-1 60-2 

Municipal Share (!).......... 9] 3-7) 6-2] 86] 9-0} 8-0] 9-6 46-0 

"Data iy, Acsee seis 2-1 | 15-9 | 19-9 | 21-7 | 31-1 | 26-9 | 34-1] 151-7 


Dominion Share............. 
Provincial Share............ 
Municipal Share (‘).......... 


Dominion Share............. “1 9] 1:4] 1-1 *8/ 1:3] 1-2 6-8 
Provincial Share............ 6] 15] 1-6] 16-2] 1-0] 1-1] 1:3 8-3 
Provincial Loans to Muni- 
cmpalities £(©);.. cdicivacdececkspasscleaneve 3 “5 2) -—--1] -—-3 “6 
Municipal Share (f).......... 2 6 7 ‘7 5 3 +2 3-2 
Total aaccvocaesaaes 91 3:0] 3:7] 30] 2:3] 2-7] 2-7 18-3 
Prince Epwarp Istanp 
Dominion Share............. 02 | -18 05 02 22 29 $2 1-10 
Provincial Share............. 03 +13 12 06 26 51 28 1-39 
Municipal Share (f)..........].....- +02 03 03 06 05 05 
Total 55 55 oececavce 05 33 20] -11 54 85 65 2-73 


*Preliminary calculations. A revised and more accurate statement appears in 
Part III of the Report. 


(*) Figures for provincial and municipal fiscal years have been adjusted, where 
necessary, to years ending March 31. 

_ (6) Subsequent to March 31, 1937, the Dominion government took authority to 
write off the following amounts from the loans as shown in this table:—1-5, 4-3, 1-7 
and 7-6 in 1931-32 to 1934-35 respectively, for Saskatchewan and -2, -3 and -3 in 1932-33 
to 1934-35 respectively, for Manitoba. These operations would effect a corresponding 
retroactive increase in the Dominion Share, and decrease in the Provincial Shans: as 
given in this table. 

(c) Loans under Relief Acts excluding loans made specifically to meet maturities 
and interest falling due in Canada and New York and, in the case of Saskatchewan, 
excluding loans made in capitalization of interest; this line is shown as a memorandum 
only and does not affect the total of disbursements made in the province. 

(¢) For purposes of comparability with other provinces items representing interest 
on relief debt have, in Saskatchewan, been excluded from Provincial Share (and 
from Dominion Loans to Province). 

J ¢) Relief loans on which full contractual interest has been paid, including all 
relief loans to cities; other relief loans (the majority of which have been written off 
by the provinces) are here treated as provincial expenditure in the year in which they 
were made and corresponding amounts are excluded from the municipal share. Pro- 
vincial loans to municipalities are shown as a memorandum only and Za not affect the 
total of disbursements made in the province. 

.._({) The figures under this heading are less complete than in the rest of the table; 
little information is available on those municipal relief expenditures which were not 
shared with the province. 


The figures in this table are over-all figures 
including direct relief, works relief, and agricultural 
relief in the three Prairie Provinces. Relief for 
unemployables, which would normally be known as 
“poor relief,” is, generally speaking, included. 
This was the prevailing practice of governments 


during the period, and it would be impossible to 
separate the two items. 


The Table shows that total relief disbursements 
through provincial and municipal agencies during 
the 7 years ending March 31, 1937, were approxi- 
mately $713 million. Of this the Dominion 
assumed responsibility for $234 million (see also 
footnote (b) to the table), the provinces for $333 
million, and the municipalities for $146 million. 
As for actual provision of the necessary funds the 
Dominion supplied the major part, $336 million, 
and the municipalities the smallest part, $136 
million, the provinces contributing $241 million. 

Table 4 summarizes, by years, the figures of 
Table 3 for (a) the division of responsibility 
regardless of who actually provided the funds 
and (b) the source of funds regardless of who 
assumed responsibility. Relief disbursements by 
the Dominion government through its own depart- 
ments are added to give a grand total of all 
governmental relief disbursements by years. 
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Table 5 covers the same ground as Table 4 
but classifies total disbursements, the sharing of 
responsibility, and the source of funds, according 
to the province in which the disbursement was 
made. 

Total expenditures for relief in Canada in the 7 
years ending March 31, 1937, including federal 
projects, were approximately $813 million. Of this 
sum, the municipalities assumed responsibility for 
$146 million. Although relief has been considered 
a responsibility of the municipalities, the burden 
has been so overwhelming that they have assumed 
liability for less than one-fifth of it. The figures 
for funds actually provided by the various govern- 
ments—$136 million by the municipalities and 
$241 million by the provinces—show very clearly 
what a necessary role the Dominion has played in 
meeting the costs of unemployment relief, and to 
what extent the theory of local responsibility for 
relief has in fact been departed from. 
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TABLE 4 


Summary of All Relief Disbursements by Years Ending March 31 


aT 1930-1 | 1931-2 | 1932-3 | 1933-4 | 1934-5 | 1935-6 | 1936-37 


I. Disbursements through Provincial and Municipal Agen- 
cies (*)— 
Responsibility was divided as follows:— 


Doe in eh BAPO ews odes Wu 5 he sues <b ee 3 33 34 28 43 41 52 
POOL HUANG. 552 setae vip oc enois te aeeanaee 9 39 39 49 75 70 52 
PRION LINE PRG. oe sare oe Sn ssid yee ow naan Mae he 9 21 21 24 24 24 23 
Funds were provided as follows:— 

By DOMINION ey cet kneels san siemens eet os 3 44 49 37 64 73 66 

LED ON sink palin suoege. lie tiem oibirg Seg Rees cite, yee ur 9 29 26 42 57 40 
PiyeWiumniginali tied sts nae 1c). SP alee de wages. 6 9 20 19 22 21 22 23 
FLGURLe We citns Seek a> tree cemelse se 21 93 94 101 142 135 127 
II. Disbursements by Dominion through its own agencies (°).. 1 7 a ef 17 38 26 
III. Total Relief Disbursements (i.e. sum of I and II)........... 22 100 98 108 159 173 153 


(*) See Table 3 together with footnotes. 


() Including expenditure under the Public Works Construction Act and $2,447,000 of non-active loans to the C.P.R. under Relief Acts, 


TABLE 5 


Summary of All Relief Disbursements During the 7 Years Ending March 31, 1937 (Classified According to Province) 


I. Disbursements through Provincial and 
Municipal Agencies (*)— 
Responsibility was divided as follows :— 


Dominion Share............... 20-1} 138-9] 44-5] 19-5 | 78-2] 45-5 4-5 6-8 TeOM Ve eee 
Provincial Share..............-. 30-4] 19-6] 54-5] 20-0 | 1382-3 | 60-2 5-7 8-3 1530 tec oe 
Municipal Share............... 8-2 8:0 | 14-8] 13-8} 50-3] 46-0 1-6 3-2 O24 Te ocr 
Funds were provided as follows:— 
By Dominion. 7) s.. iva seen yes 40-4] 31-2] 89-8 | 388-5] 78-2] 45-5 4-5 6-8 Led Oi} ane reir 
By Pravinne ins. cces nw es sen 11-7 5-0} 10-1 5-2 | 182-3 | 60-2 5-7 8-9 1-39 "\o ac ceae 
By Municipalities.............. 6-6 5-3 | 18-9 9-6 | 50-3] 46-0 1-6 2-6 O +24 We ears 
PSOGEE ohaia'n,e Sree tear hrc 58-7 | 41-5 | 113-8 | 53-3 | 260-8 | 151-7] 11-8] 18-3 Ze paces ee 
II. Disbursements by the Dominion 
through its own Agencies (»)....] 12-3 8-5 7-5 6-5 | 27-5 18-1 4-3 6-7 0-40 8-7 
III. Total Relief Disbursements (7.e. sum of 
ant Lees oo oe coe ee niasee ah 71-0 | 50-0 | 121-3 59-8 | 288-3 | 169-8 | 16-1] 25-0 3-13 8-7 


(*) See Table 3 together with footnotes. 


(*) Including expenditure under the Public Works Construction Act and $2,447,000 of non-active loans to the C.P.R. under Relief Acts 


| Sponsibility of the province” (P.C. 3831). 


| to disavow responsibility. 


3. GOVERNMENTAL ARRANGEMENTS FOR UNEM- 
PLOYMENT RELIEF 


In enacting unemployment relief legislation both 
in 1921 and 1930 the Dominion Parliament made 
it clear that it had no constitutional obligation to 
share the costs of relief but was doing so simply 


| because of the severity of the problem. When the 


Conservative government authorized federal relief 


_ grants to the provinces in 1921, it was stated “ that 


unemployment relief always has been, and must 


_ necessarily continue to be, primarily a municipal 


responsibility, and in the second instance the re- 
The 
Liberal government which shortly later succeeded 
to office continued these grants, and was also careful 
“The Minister con- 
curs,” it was stated in P.C. 191, January 25, 1922, 
“in the view that unemployment relief is funda- 


_ mentally a municipal and provincial responsibility ; 
_ that the abnormal economic and industrial condi- 


tions now existing and arising in a measure out of 


_ the late war alone afford justification for action on 


the part of the federal authorities.” In the spring 
of 1930 this attitude was again affirmed by the 
Liberal government to justify the government’s 


| refusal to undertake an unemployment relief pro- 


gram. And when the Conservative government 
introduced its Unemployment Relief Act later in 


1930, it was careful to state in the preamble that 
“unemployment, which is primarily a provincial 


and municipal responsibility, has become so general 


throughout Canada as to constitute a matter of 


national concern.” Several times during debate, 
the Prime Minister stressed this attitude. ‘“ Under 


our constitution,” he said, in moving the second 
reading of the bill, “ the obligation or responsibility 
for caring for citizens within the area called a 
province, primarily rests upon the shoulders of that 
_ province. 
extraordinary conditions which prevail, the Do- 
-minion is by this grant assisting those charged with 
the primary responsibility.”6 


In other words, by reason of the 


The provinces in turn, however, tended to dis- 


claim responsibility for unemployment relief on the 
plea that it was a municipal responsibility. This 


view was stated succinctly by the Premier of 
Ontario in a letter to the council of York Township 


in January, 1928, refusing an appeal for a grant 
towards unemployment relief. 
an entirely municipal affair,” he stated, “. 


“Unemployment is 


it would not be just to use the money contributed 
by the whole province for purely local relief. The 


5 House of Commons Debates, September 12, 1930, p. 140. 
82809—2 
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municipality derived the benefits from the working- 
men in times of prosperity and should be prepared 
to bear the burden when times were not so bright.7 
The thesis of municipal responsibility was repeat- 
edly expressed by provincial officials during the 
first years of the current depression. 

However, outside the Maritimes, municipal re- 
sponsibility for relief does not seem to be a man- 
datory one. In England, since the days of the Poor 
Law system set up by Queen Elizabeth, the local 
authorities have been under a legal obligation to 
give relief to an indigent resident. Although the 
Maritimes closely followed the English Poor Law, 
the rest of Canada did not.8 But whether or not 
there is a legal responsibility on municipalities to 
extend relief, there is no doubt that as a working 
principle the local authorities have always been 
assumed to have primary responsibility for relief, 
and, as pointed out earlier, there was no occasion 
before the post-war period to distinguish between 
poor relief and unemployment relief. 

The doctrine of municipal responsibility for relief 
rapidly broke down under the pressure of mass un- 
employment and, as the financial statistics of 
unemployment relief show, the Dominion and pro- 
vincial governments had to shoulder most of the 
burden. The following section gives a summary of 
the arrangements entered into by Canadian gOv- 
ernments for meeting unemployment relief since 
1930. 


1930: 


Twenty million dollars was appropriated under 
the Dominion Unemployment Relief Act of 1930. 
At this stage, it was hoped to meet unemployment 
chiefly by providing work for the unemployed. 
For work projects undertaken by municipalities, the 
Dominion assumed 25 per cent of the cost, the 
province 25 per cent and the municipality 50 per 
cent. Provincial works, including work on the 
trans-Canada highway, were generally shared 
equally by the Dominion and the province. 

A part of the appropriation was set aside for 
direct relief? where suitable work could not be 
found. The direct relief expenditures of the muni- 
cipalities were shared equally by the Dominion, 
the province and the municipality. Direct relief 
in unorganized territories was shared equally by 


the Dominion and the province. 


* Cited by Hon. Peter Heenan in House of Commons Debates, 
April 1, 1930, p. 1224; and quoted in H. M. Cassidy, Unemployment 
and Relief in Ontario, 1929-1932, p. 75. 

8 For a fuller discussion of the question of responsibility for 
relief, see M. K. Strong, Public Welfare in Canada, and H. M. 
Cassidy, Unemployment and Relief in Ontario, 1929-1932. 

®The grants of the Dominion for “direct relief” (later called 
“material aid”) are restricted to food, fuel, clothing and shelter. 
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The Dominion undertook to repay half, subject 
to a limit of $500,000, of the sum spent by Saskat- 
chewan in providing necessary relief and services in 
the drought areas. 


1931: 

Under the Unemployment and Farm Relief Act 
of 1931, and the Continuance Act, 1932, the Do- 
minion paid 25 per cent of the cost of municipal 
public works and undertakings in the five eastern 
provinces and 50 per cent in the western provinces, 
unless a municipality was unable to bear its share, 
then the Dominion might give more. Towards the 
cost of provincial undertakings the Dominion paid 
50 per cent, including expenditures on the trans- 
Canada highway For work on provincial high- 
ways, the Dominion contribution was 50 per cent 
in the four western provinces and Prince Edward 
Island, and 40 per cent in Nova Scotia, New Bruns- 
wick, Quebec and Ontario. 

The cost of direct relief was apportioned in the 
same manner as in 1930, but where municipalities 
were unable to bear their share, the Dominion gov- 
ernment was empowered to pay 50 per cent of the 
cost. A different arrangement was made for the 
care of transients. Since their support was not 
deemed a fair charge on the municipalities, the 
Dominion and the provinces agreed to bear the 
cost equally. 

Drought was now much more serious and, besides 
direct aid, expenditures were required for such 
things as food grain, fodder, movement of stock and 
personal effects. In Saskatchewan the Dominion 
paid sometimes 50 per cent and some times 100 per 
cent of these costs. In the drought areas of 
Alberta, the Dominion contributed 50 per cent of 
the cost. 

Unemployed men were placed on farms by agree- 
ment with Manitoba and Saskatchewan. In Mani- 
toba, the Dominion paid 50 per cent of the cost, 
and the province and municipality concerned, 25 
per cent each. In Saskatchewan, the Dominion 
and the province divided the cost equally. 


1932: 

By this time it was apparent that unemployment 
was going to be more lasting than at first thought, 
and, at the request of the provinces, public works 
were greatly curtailed under the Relief Act of 1932. 

Expenditures on direct relief were divided as in 
the preceding year, except that where a muni- 
cipality was unable to bear one-third of the cost, 
a lower proportion could be approved on the recom- 
mendation of the province, with the Dominion and 
the province sharing the difference equally. 


The Dominion continued to contribute to the 
cost of relief in the drought areas of Saskatchewan 
on the same basis as in 1931. In addition, the 
Dominion agreed to pay 100 per cent of further 
relief expenditures, including not more than $100,- 
000 for medical relief. In Alberta drought areas, 
the Dominion assumed 100 per cent of certain 
direct relief costs and paid 50 per cent or 100 per 
cent of the cost of other relief measures. 

A scheme for settling families on the land was 
inaugurated in 1932, agreements being concluded 
with all the provinces except Prince Edward Island. 
The Dominion agreed to pay one-third of an 
amount not to exceed $600 per family; the remain- 
ing two-thirds being shared by the municipality and 
the province in whatever proportion they decided 
upon. This scheme was to include only families 
that would otherwise be in receipt of direct relief. 
The agreements covered a two-year period ending 
March 31, 1934. The province of Saskatchewan 
also placed a number of men from the drought area 
on farms. The Dominion paid 50 per cent of the 
cost of these placements. 

The relief of single homeless men was particu- 
larly dealt with by the 1932 agreements. The four 
western provinces agreed to establish camps for 
these men or to place them on farms. For men in 
camps, the Dominion agreed to pay 100 per cent of 
the cost, with a maximum of 40 cents per person 
per day. For persons placed on farms the Do- 
minion undertook to pay $5 per month, the prov- 
ince paying the administrative costs. These agree- 
ments were in effect until July 31, 1933. 


1933: 


At a conference held at the beginning of 1933, 
the provinces asked the Dominion to return to the 
policy followed in 1930 and 1931 of making possible 
extensive public works and undertakings. For 
municipal public works, the Dominion agreed to 
contribute one-third of the direct labour costs; for 
work on the trans-Canada highway, 60 cents per 
man day of work performed; and for work on other 
roads, 50 cents per man day of work performed. 
By far the larger proportion of money, however, 
was still spent on direct relief. 

The agreements regarding the distribution of 
direct relief costs were the same as under The Relief 
Act of 1932. 
_ By 1938, drought had affected certain districts — 
in Manitoba, and help was given by the Dominion 
to all three Prairie Provinces. The Dominion con- 
tribution towards direct relief in the drought areas 
was similar to its contribution for non-drought sec- 


tions of the provinces. The Dominion share of 
other relief services was one-third or one-fourth of 
the total costs. 

The provisions concluded in 1932 for settling 
relief families on farms continued unchanged 
through 1933. 

The agreements with the four western provinces 
for the care of single homeless men continued until 
July 31, 1933. After this date, the agreements 
under the Relief Act of 1933 provided that the 
Dominion should assume some responsibility for 
the care of physically fit homeless men, and for this 
purpose camps were established under the adminis- 
tration of the Departments of Interior and National 
Defence. For men not eligible for admission to 
federal camps, the Dominion paid one-half of the 
actual cost of support in provincially-operated 
camps, such actual cost not to exceed 40 cents per 
person per day. 

The Dominion’s contribution for single homeless 
men placed on farms was continued by the new 
legislation. 


1934: 


The agreements under the Relief Act of 1934 did 
not authorize such extensive expenditures on public 
works as did those of 1930, 1931 and 1933, although 
the Dominion made contributions for public works 
under the Act to all the provinces except Saskatche- 
wan and British Columbia. Work. on the trans- 
Canada highway was again provided for, the 
Dominion paying 50 per cent of the cost. 

The Dominion, however, did embark upon a 
works program of its own. Under the Public Works 
Construction Act, 1934, an amount not exceeding 
$40 million was appropriated to provide for the 
construction and improvement of certain (Dominion 
government) public works and undertakings. The 
act was designed “to accelerate recovery to more 
normal economic conditions” and “ to increase em- 
ployment and reduce expenditures for relief pur- 
poses.” 

The provisions of the 1933 Act regarding direct 
relief were extended to July 31, 1934, at which time 
an important change of policy was made. From 
August 1, 1934, to March 30, 1935, in place of con- 
tributing to direct relief expenditures on a percent- 
age basis, the Dominion announced a policy of 
iving monthly grants-in-aid, the amount to be 
determined on the basis of need and the ability of 
the province to deal with the problem. 

Agreements for placing relief families on farms 
were extended to March 31, 1936, for all provinces 
except Prince Edward Island and British Columbia. 

82809—24 
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Under the new Act, provision was made for an 
additional contribution by the Dominion to settlers 
needing support during the third year of settle- 
ment; this applied to families settled under the 
1932 agreements as well as under those of 1984. 
Arrangements were made with the railway com- 
panies for reduced passenger and freight rates for 
settlers. 

The Dominion continued its care of physically 
fit homeless men in federal camps. The Dominion’s 
share of the cost of caring for physically unfit 
homeless persons was included in the monthly 
grants-in-aid to the provinces. Arrangements were 
made with Manitoba, Saskatchewan and Alberta 
for a Dominion contribution of $5 a month for each 
person placed on a farm. 

Expenditure by the Dominion for direct relief in 
the drought areas of the Prairie Provinces was at 
the same rate as in other sections. The Dominion 
participated in other aid such as paying one-half of 
the cost of moving settlers or stock from dried-out 
areas, one-half the cost of freight on live cattle 
shipped from drought areas to abattoirs within the 
Prairie Provinces provided the cattle were slaugh- 
tered and converted into tankage or boneless beef, 
etc. The Dominion also paid the province of Sas- 
katchewan, on expenditures of the Saskatchewan 
Relief Commission incurred under the legislation of 
1931 and 1932, 100 per cent of direct relief costs in 
certain sections of the drought area. Similarly for 
certain areas in Alberta the Dominion paid 100 per 
cent of direct relief under the legislation of 1932. 


19385: 


Under the Relief Act, 1935, relief works were 
again relatively insignificant. Agreements were 
entered into with all the provinces except Quebec 
and British Columbia providing for a Dominion 
contribution of 50 per cent of expenditures on the 
trans-Canada highway. In Prince Edward Island, 
New Brunswick, Ontario and Manitoba the Do- 
minion also contributed to certain provincial under- 
takings, mainly highways. In Ontario, federal con- 
tributions were made towards certain municipal 
undertakings, in Manitoba for a project in Winni- 
peg, and for work by the Parks Board of the city 
of Vancouver. 

However, under the Supplementary Public Works 
Construction Act, 1935, authority was taken to com- 
plete works already begun under the Act of 1934, 
and to execute new projects, to an aggregate 
amount of not more than $18 million. The govern- 
ment was also authorized to purchase railway equip- 
ment for sale or lease to either or both of the 
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railways under an arrangement whereby the com- 
panies would reimburse the government the full 
cost together with interest except in the first and 
second years. 

The grants-in-aid to the provinces for direct relief 
were continued, and in accordance with resolutions 
adopted by the Committee of the Dominion-Pro- 
vincial Conference on unemployment and relief, 
the grants were increased for the months of Decem- 
ber, 1935, and January, February, March, 1936, to 
allow the provinces to lighten the burden on the 
municipalities. 

The arrangements of the Relief Act of 1934 for 
the settlement of families on farms were continued 
through 1935. During the year British Columbia 
concluded an agreement with the Dominion, leaving 
Prince Edward Island the only province outside 
the scheme. 

The Dominion continued to contribute to the 
Prairie Provinces 100 per cent of the cost of placing 
persons on farms, exclusive of administration. 

The Dominion also continued to operate camps 
for the care of single unemployed men under the 
Department of National Defence. In November, 
1935, a committee was appointed to make a survey 
of the camps. The report recommended that the 
camps be closed but that authority be granted to 
continue to operate them if thought advisable until 
on or about July 1, 1936. It was also recommended 
that at March 1, 1936, the cash allowance of 20 cents 
per day be changed to a monthly allowance of $15 a 
month. Preliminary arrangements were made to 
find the men employment elsewhere. Camps run 
by the Department of the Interior were operated 
from time to time under the 1935 Act. 

In the three Prairie Provinces during the months 
of April, May, June and July, the Dominion paid 
50 per cent of the cost of certain relief services 1n 
the dried-out areas—such as the moving of settlers, 
cattle, feed and fodder. Under the Relief Act of 
1934, $5 million had been loaned to Saskatchewan 
for relief in the drought areas, and further advances 
of $4 million were made in 1985. By an Order in 
Council passed under the provisions of the Relief 
Act of 1935, it was provided that the Dominion 
would write off these loans, totalling $9 million. 


1936: 

Under the Unemployment Relief and Assistance 
Act, 1936, the Dominion entered into an agreement 
with each of the provinces to provide 50 per cent 
of the cost of certain relief works proposed to be 
undertaken by the provinces, including work on the 
trans-Canada highway. 


The monthly grants-in-aid to the provinces for 
direct relief were continued. 

New agreements for the settlement of relief 
families on farms effective from April 1, 1936, to 
March 31, 1940, were entered into with the prov- 
inces of Quebec, Manitoba and Alberta. The Do- 
minion assumed one-third of an amount not to 
exceed $1,000 per family for a period of four years, 


besides one-third of additional amounts given to — 


families already settled. 

In Saskatchewan and Alberta, the Dominion 
undertook to contribute 50 per cent towards the 
cost of moving agricultural settlers and placing 
them on suitable lands in the northern parts of the 


provinces, and of assisting settlers so placed. In — 


New Brunswick, 50 per cent of the cost of assisting 
settlers by bonuses for clearing land, grants of seed, 
fencing materials, ete., was paid by the Dominion. 


~ Relief camps operated by the Department of 


National Defence for the care of single unemployed 
men were finally closed. The men were offered 
employment on railroad maintenance work, and 
arrangements were made to transport those who so — 
desired, to farm employment. During the winter > 
of 1936-37, agreements were made with all the 
provinces except Ontario and Nova Seotia provid- 
ing for placing this class of unemployed on farms 
under a Farm Improvement and Employment Plan. 
By this plan the farmer was paid $5 a month, and > 
the man $5 a month plus a bonus of $2.50 per 
month for staying a specified period of time, and a 
clothing allowance of $3 a month. At the request 
of the Quebec government no payment was made to_ 
the farmer in that province and the farm worker 
was paid $7.50 per month. In British Columbia, 
Manitoba and New Brunswick special forestry 
projects were undertaken for single unemployed 
persons deemed unsuitable for farm work. The 
Dominion paid half the cost. 

The Prairie Provinces made representation that 
they were unable to meet the cost of assistance 
necessary in the drought areas. Consequently the 
Dominion assumed 100 per cent of the cost of direct 
relief in these areas from September 1, 1936, to 
March 31, 1937, exclusive of the costs of provincial 
and municipal administration. A limit was placed 
on the amount which would be granted to each 
province. Supplementary to these sums, the 
Department of Agriculture entered into an agree-. 
ment with each of the three provinces, under. 
which the Dominion would pay 100 per cent of the 
cost of purchasing and distributing fodder, moving 
equipment, ete. Again, the Dominion’s commit- 
ments were limited. These latter agreements were 


‘not entered into under the Unemployment Relief 
and Assistance Act though they formed a part of 
the Dominion’s program of assistance for the 
drought areas. 


1937: 


Under the provisions of the Unemployment and 
Agricultural Assistance Act, 1937, the Dominion 
agreed to contribute towards the cost of certain 
works projects, such as trans-Canada highway con- 
struction, provincial highway construction and 
other provincial and municipal works. 

The Dominion continued its monthly grants-in- 
aid for direct relief to all the provinces except New 
Brunswick. This province undertook an enlarged 
works program in place of granting material aid, to 
which the Dominion contributed an amount equal 
to what would have been paid as monthly grants- 
‘in-aid.t0 Following recommendations made by 
the National Employment Commission, certain 
conditions were attached to the relief grants for the 
months of January, February and March. Agree- 
ments with each province provided for the payment 
of a definite percentage of the expenditure of the 
province, 2 maximum amount to be stated in each 
case. The percentage agreed upon was 30 per cent 
in Prince Edward Island, Nova Scotia, Quebec, 
Ontario and British Columbia, and 35 per cent in 
Manitoba, Saskatchewan and Alberta. These con- 
ditions replaced the system of making the amount 
of the grants-in-aid depend on the need of the 
province, and its ability to bear the burden. Sub- 
ject to the approval of the Minister of Labour of 
Canada grants-in-aid made for material aid might 
also be used for works or training plans providing 
the equivalent of material aid. The agreements 
covering the grants-in-aid also required the prov- 
Inces and municipalities to follow definite pro- 
cedures in registering relief recipients, in order that 
employables and unemployables might be more 
easily segregated. However, no restrictions were 
placed on the Dominion grant with regard to unem- 
ployables.11 It was also provided that relief given 
to an individual should be less than the earnings of 
an unskilled worker in the district. 

The provisions for the settlement of relief families 
made with the provinces of Quebec, Manitoba, and 
Alberta, by the Unemployment Relief and Assist- 
ance Act, 1936, continued through 1937. By the 


10The agreement with New Brunswick provided for some 
small grants to some few towns and cities for material aid, but 
they were relatively insignificant. 

11In New Brunswick, ‘Alberta, Manitoba and Saskatchewan, 
the provincial government has always maintained that unemploy- 
ables were the sole responsibility of the municipalities and has 
tried to distinguish between the two categories when making 
relief grants. 
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1937 Act, an agreement similar to those of 1936 
was entered into with Saskatchewan, effective from 
June 1, 1937, to March 31, 1941. 

Continuing the policy of the previous year, Par- 
liament assisted in placing agricultural settlers on 
suitable land. Agreements were concluded with 
New Brunswick, Saskatchewan, Alberta and 
British Columbia, the Dominion paying 50 per cent 
of the cost. Expenditures were mainly for the 
breaking and clearing of land, purchase of building 
materials, farm implements and live stock, and the 
movement of settlers and their effects. 


Under the Farm Unemployment and Improve- 
ment Plan, agreements had been entered into with 
all the provinces except Ontario and Nova Scotia 
in 1986. These agreements were extended for one 
month from April 1 to April 30, 1937, except that 
no payment was made to the farmer and the allow- 
ance to the worker increased to $7.50 a month. The 
agreements for supplementary works for those net 
suited to farm employment were also extended 
to the end of April, 1937. In the four western 
provinces the plan was again put into operation for 
the period from October 1, 1937, to March 31, 1938, 
with the expenses shared equally by the federal and 
provincial governments. In addition, the Do- 
minion contributed 50 per cent of the cost of 
forestry and other works in British Columbia 
undertaken as a supplementary means of providing 
employment. The agreement was for the period 
from November 1, 1937, to March 31, 1938. 

The agreements of the 1936 Acts giving assist- 
ance to the drought areas were extended for the 
period April 1 to August 31, 1937, some additional 
areas in Saskatchewan being covered. From Sep- 
tember 1, 1937, the Department of Agriculture 
took over from the Department of Labour the ad- 
ministration of money for material relief for the 
drought areas of Saskatchewan and Alberta. This 
was done to follow up the suggestion of the National 
Employment Commission that unemployment aid 
and agricultural aid should be distinguished, as far 
as possible. The new agreements covered towns 
and villages affected by the drought as well as farm 
areas. The Dominion continued to pay 100 per 
cent of the cost of material aid. In addition, 
federal funds paid for purchasing and distributing 
a quantity of, food throughout the drought areas. 
Agreements made in 1936 whereby the Dominion 
paid 100 per cent of the cost of feed and fodder 
assistance were renewed for the month of April, 
1937. From May 1 to August 31, reduced 
assistance in feed and fodder was made in 
Saskatchewan under an agreement between the 
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province and the Department of Agriculture. 
Continued drought conditions in both Saskatchewan 
and Alberta made feed and fodder assistance 
necessary throughout the winter and the general 
features of the 1936 arrangement were retained. 
Some transporting of stock was done with federal 
funds for farmers not eligible for feed and 
fodder assistance. The number of cattle to be 
retained by each applicant for feed relief had to be 
regulated and the Dominion organized and oper- 
ated a cattle assembly and marketing plan to assist 
farmers to dispose of their live stock holdings in 
excess of the relief quota. 

During the 1937 session, in accordance with 
recommendations of the National Employment 
Commission, Parliament granted $1 million to be 
used for youth training schemes. Agreements were 
entered into with all the provinces providing for a 
Dominion contribution of 50 per cent of the prov- 
ince’s expenditures, subject to a limit set in each 
agreement. Hitherto, relief policy had been con- 
cerned almost solely with the granting of aid in one 
way or another. The youth training program 
marked a broadening of policy to include rehabilita- 
tion and prevention by making people better 
equipped to obtain and hold jobs. 


Miscellaneous Governmental Arrangements 
Regarding Unemployment 


TRANSPORTATION OF UNEMPLOYED 


Since 1931, arrangements with the Canadian 
Passenger Association have made possible reduced 
rail fare for men going to relief camps, and for 
unemployed farm help going to work on farms. 
The cost was borne equally by the Dominion and 
the province, except where men were going to fed- 
eral camps, when the Dominion bore the entire 
cost. Under certain conditions a reduced return 
fare, payable by the worker, was arranged. This 
form of assistance ceased with the closing of the 
relief camps. 

LOANS 


In the four western provinces the Dominion has 
given considerable assistance by means of loans and 
guarantees. The loans were authorized under relief 
legislation and were secured by provincial treasury 
bills. In general, they were for the purpose of 
assisting the provinces to pay their share of direct 
relief or relief work and for making loans to the 
municipalities for the same purpose; meeting ma- 
turities in Canada and New York; and assisting 
farmers in connection with seeding operations, in- 
cluding the purchase of seed grain. 


A different kind of loan was made in 1931 when 
the Dominion loaned the Canadian Pacific Railway 
Company $1,447,222.71 for the purpose of paying 
shop wages to employees who would otherwise have 
been laid off. The loan was to be repaid to the 
government without interest on demand as soon as 
the company was able to pay dividends at 5 per 
cent per annum. Under the Relief Act, 1932, a 
$1 million loan was made to the same company to 
pay workmen for work done prior to December 31, 
1932. This loan was to be repaid without interest 
before any further dividends were declared by the 
company. Under the Relief Acts the Dominion 
also authorized various guarantees, some of them 
to industrial companies. 


SPECIAL SCHEMES 


In addition to the Dominion government’s con- 
tribution to the carrying out of the more or less 
regular relief policies of the provinces, it also par- 
ticipated in a number of special schemes, the more — 
important of which were the following:— 


(1) The purchase of railway ties for the Canadian 
National Railways, 1931 and 1932, at a cost of 
$1 million. The laying of heavy steel rails for 
the Canadian Pacific Railway, 1931; the Do- 
minion paid labour costs. 

(2) In 1932, the Dominion paid $7,957 as its share of 
the cost of repatriating 234 foreign people living 
in Waterford, N.S. 

(3) In 1930 and 1931, the Dominion shared in the 
extra cost involved in using additional Nova 
Scotia coal in areas west of Montreal. In 1932, 
an agreement was reached between the Dominion 
Coal Company, the province of Ontario, the 
province of Nova Scotia and the Dominion gov- | 
ernment, whereby the excess cost of $2.39 per © 
ton over the price at which American coal could 
be purchased, was shared between them, and the 
coal used to heat Ontario provincial public 
buildings. 

(4) Provision was made under the Relief Act, 1933, — 
for a fund from which certain exporters were paid 
the difference between the amount actually re-— 
ceived for goods, and the amount which they 
would have received had the pound sterling been © 
valued at $4.60. The Dominion paid $42,968 — 
under this scheme. 

(5) In 1933 and 1934, the Dominion agreed to share 
one-third of any loss not to exceed $7,000 sus- 
tained by the province of New Brunswick by > 
supplying seed grain, potatoes, etc. to munici- 
palities for distribution to farmers. 

(6) In 1933, the Dominion agreed to contribute up to. 
$8,000 to a scheme to assist fishermen in New 
Brunswick. 

(7) In 1934, the Dominion agreed to pay not more 
than $5,000 for the emergency relief of forest fire 
sufferers; and not more than $24,000 for aiding 
colonization settlers in New Brunswick. 


SUMMARY 


The diversity and extent of these arrangements 
show that a thorough-going co-operation between 
governments was necessary to meet the cost of 
unemployment relief. The whole thing continues 
to be on an emergency basis, however, and the 
| municipalities are still delegated with responsibility 
for relief. Consequently, the situation causes un- 
certainty for the budgeting of all governments and 
prevents the laying down of financial policy beyond 
a year. Uncertainty surrounding unemployment 
relief also delays policy for the other social services. 
Outside of the youth training scheme introduced 
in 1937 and some settling of families on farms, 
little of a constructive nature marked unemploy- 
ment policy. This was perhaps a natural result 
of the refusal of the Dominion and provincial gov- 

ernments to assume any but temporary responsi- 
bility for the problem. 

It is obvious, however, that the whole question 
of responsibility for unemployment relief has taken 
on a new aspect since 1930. After being forced 
to shoulder the major part of relief costs for eight 
years, it is difficult for the Dominion Parliament 
-and the provincial legislatures to say that unem- 
ployment relief is or should be a local responsi- 
bility, at any rate under the existing allocation of 
revenues. Furthermore, the Dominion government 
implicitly recognized that certain categories of 
relief recipients, namely the single homeless men 
and drought victims, were not a fair burden for 
the municipalities; although it did not explicitly 
assume responsibility for them. The Dominion set 
certain precedents by way of aiding private indus- 
try and special groups in the population which 
would seem to leave the way open for a possibly 
much broader attack on unemployment in the 
future. 

4, ProBLEMS OF RELIEF 


(a) Welfare 
I. LACK OF STANDARDS 


A basic problem of welfare in the present organi- 
zation of relief is the fact that no standards have 
been set up. Municipalities differ in their rules 
regarding eligibility for relief. Great hardship is 
caused by a tendency in some places to cut groups 
'of unemployed persons off relief on technical 
grounds without making any other provision for 
them. Many smaller municipalities either give no 
relief whatever or very inadequate relief. Muni- 
cipalities generally show wide variations in the 
amount of food, clothing, fuel, shelter and medical 
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care allowed. In some places no provision at all 
is made for clothing and medical care. Careful 
studies by the Canadian Welfare Council on the 
actual schedules of relief and assistance given in 
municipalities throughout Canada give ample 
statistical proof of this variation in standards. It 
is to be expected, of course, that there will be 
regional differences in the cash value of relief, but 
the variations referred to are between cities and 
communities in the same region, or in comparable 
regions. 

Where standards have been set up their basis 
has usually been immediate economy rather than 
adequacy. The food allowances in the City of 
Toronto are among the more adequate provided by 
Canadian cities. Table 7, compares the food 
allowances of Toronto with those established as 
minimum diets by the Ontario Medical Associa- 
tion and the Nutritional Committee of the League 
of Nations. 

TABLE 7 
Food Allowance of the City of Toronto Relief Voucher compared with the Minimum 


Adequate Diet recommended by the Ontario Medical Association and the Mini- 
mum Balanced Diet of the Nutritional Committee of the League of Nations. (a) 


pe _— me. 

“11, an arbo- 

— Milk Viewer reeds Fats hydrates Total 
tables Prats 


$ cts. $ cts.) $ cts.) $ cts.| $ cts. $ cts. 

City of Toronto............. 1 82 0 79 0 76 0 73 2 22 | 6 320) 
Minimum adequate diet as 
recommended by the On- 

tario Medical Association. 1 82 119 1 58 155 211 8 11 
Minimum balanced diet of 


the Nutritional Com- 
mittee, League of Nations. 2 99 2 56 1 76 1 86 1 41 10 58 


(®) Quoted in the submission of the Welfare Council of Toronto and District. 
(©) All of this money can not be spent on food. Part must be saved for cleaning 
materials, matches, toilet paper and so forth, 


The adequacy of relief budgets is given consider- 
able attention in a recent book published in the 
McGill Social Research Series.12 A distinction is 
made between a food allowance that will support 
health for short or emergency periods and an 
adequate minimum diet for long periods. The 
former costs about five-sevenths of the latter. 
None of the Canadian food allowances for the 
unemployed are adequate for long periods. And 
of selected Canadian cities in 1936, Edmonton, 
Vancouver, Regina and Winnipeg were above the 
short period minimum, and Toronto, Montreal, 
Saint John and Halifax below it, in the order 
named.13 

The deficiency of relief food allowances in body- 
building proteins and protective foods is bound to 
have bad effects on the families who must live on 


12L. C. Marsh, Health and Unempleyment, 1938, Chapter 20. 
18The standards used were of course translated into local 
prices for purposes of comparison. 
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them for long periods of time. When prices rise, 
the situation becomes more pressing because local 
authorities are very slow to raise relief allowances. 
It is probable that a serious situation exists in many 
parts of the country. “ Economy ” under these con- 
ditions becomes a purely relative term. The final 
bill for short-sighted economy will not be presented 
until future years. 

The method of giving relief also shows important 
variations. It may be given in kind, by voucher 
(more or less rigidly apportioned) or in cash. The 
last method imposes no stigma and assumes that 
the unemployed working class family is used to 
balancing a small budget. The first two are the 
methods usually used in Canada, with the voucher- 
system predominating. There is rarely a cash 
allowance for clothing, although some municipali- 
ties give from 25 cents to 90 cents per person per 
month. More generally, when clothing is provided, 
it is given from a central dispensary on proof of 
need. Naturally, quality and variety are both 
inferior.14 

With rent, too, cheapness is the criterion. As a 
result, there have been frequent evictions in the 
cities, which aside from their demoralizing influ- 
ence, involve not inconsiderable costs for cartage 
and temporary shelter. Rent allowances vary 
greatly as between provinces and municipalities, 
and in some cases receive scant attention. In Nova 
Scotia, for instance, “ Rent is granted upon notice 
of eviction, when the applicant appeals to the relief 
office. He is then instructed to find new quarters 
at the lowest possible rental, and is allowed a maxi- 
mum of $10 to pay the first month’s rent, after 
which rental payments become the responsibility 
of the individual unless he is again evicted.” 
Relief rental policy also has an effect upon the 
housing problem because utterly inadequate rents 
offer no inducement to the owner to do necessary 
repairs and result in undesirable housing con- 
ditions.15 

A comparison of the relief budget as a whole with 
accepted minimum subsistence budgets for all items 
indicates the emergency basis of existing relief 
schedules. Table 8 compares the standard total 
budget of the Montreal Council of Social Agencies 
and that of the Council of Social Agencies of Wash- 
ington, D.C. (where conditions are, of course, some- 
what different), with the actual relief allowances of 
Montreal.16 The standard budget is regarded as 


__14The Welfare Council of Toronto goes so far as to say, “The 
difficulty of petting proper clothes has been responsible for more 
breakdown of morale than any other part of relief”. 


15See A. E. Grauer, Housing, Chapter 4. 
16 From L. C. Marsh, op. cit. p. 163. 


one that will maintain health at a minimum cost. 
In Montreal, it is almost twice the relief budget. 
Such a large difference indicates a serious condition 
not only for the unemployed but also for many 
regularly employed persons with low wages. 


TABLE 8 


A Comparison of Standard and Relief Budgets. (As for rs of five in 1936). 
Monthly average, winter and summer scales 


Unem- 
Montreal beret ployment 

Item Social Social Pe 
Agencies Agencies Psi 


Wied c. races tae nuke des ss Opens <2acnar oneal 40 35 31 50 21 88 
FIGOME TF. uc teks Wee Waddeddetalnscgaenetadaten 17 14 26 85 10 50 8 
Bie) GG oki cae cn heeds andl we vewenensune 6 13 7 00 5 35 (>) 
Roth ire sich 052 bs vd pole ne eek kta vbv dss ceneans 13 04 21 66 3 25 
ORRM TRAIN, cope cen he ckses nunc a's wan ulen sae’ 6 67 28 05 1 25 (¢) 
Total— 
{i}. Neconniiles: 935555 os sietiamie wee cand ogee 76 66 87 01 40 98 
(iy Ald Hamas sc ssetpwsccavsiswweee navies 83 33 115 06 42 23 


*) Includes municipal addition ($2) to federal allowance. 
) Does not include gas. 
°) Payment to medical fund, 


The deficiencies and lack of standards in the ad- 
ministration of unemployment aid become more 
serious for the individual family on relief as the 
duration of the depression lengthens. The needs 
of the individual family increase for a variety of 
reasons,—the wearing out of clothing and house- 
hold equipment of all sorts, the exhausting of avail- 
able financial help from friends and relatives, the 
piling up of dental and medical requirements, etc. 
But the latter part of a depression is the very time 
when the unemployed family is likely to be faced 
with arbitrary reductions of relief grants and a 
rising price level. Undermining of physique and 
destruction of morale are then inevitable. The 
state must later pay the permanent costs of unem- 
ployability, illness, crime and immorality. It does 
so under such headings as poor relief, mothers’ 
allowances, hospitalization, costs of tuberculosis and 
mental illness, penal costs and so forth. 

The lack of standards in relief administration has 
injured the taxpayer and continues to do so. It 
makes possible wasteful and inefficient day-to-day 
administration. Over the long run, it will increase 
costs to the taxpayer in the ways just indicated. 

It can be seen that Canadian methods of dealing 
with unemployment have been very much coloured 
by poor relief. There has not been enough attention | 
to preserving the health and morale of the unem- 
ployed family, which in the long run are priceless 
assets. It is true as a generalization that although 
unemployment relief has become the residuary cate- 
gory and swallowed up poor relief, the method of 
treatment is still basically that of poor relief. This 


result was to be expected with the failure to recog- 
nize unemployment as a new problem with charac- 
teristics of its own. 


II. PERSONNEL 


Personnel has been a problem in two ways, first, 
lack of numbers to do an adequate job; second, 
lack of training. Delays and inefficiency have 
often resulted in cities because the bulk of work 
has been too large for relief staffs. As local gov- 
ernments are responsible for the whole cost of 
administration, they have tended to keep staffs at 
a minimum and have ignored the indirect costs 
of inadequate administration. Hastily assembled 
relief organizations got a very uneven type of 
employee and very few of them had any training 
or experience in dealing with welfare problems. 
Trained welfare administrators are needed to pro- 
tect the morale of the employable person and to 
help solve his problems which may consist of a 
number of things besides the lack of a job. The 
preservation of employability is the aim here. 
Most of the unemployables require individual 
attention if morale is not to break altogether or if 
rehabilitation is to be attempted. This means 
they should be put in the hands of those trained 
in social work, because in welfare as in public 
health trained personnel is needed for a thorough- 
going program of prevention and reconstruction. 
The wide-spread failure to realize this in Canada 
again means greater costs in the long run for it 
means a large permanent group hopelessly sunk in 

dependency. 


III, NEGLECT OF STATUTORY DUTIES 


There has been a certain tendency among local 
authorities to deal with all types of dependency 
through unemployment relief wherever this would 
mean a saving for the municipality. Thus, pres- 
sure may be exerted to prevent children in bad 
family surroundings being declared wards under the 
Children’s Protection Acts, and thus to continue 
the family on relief as a unit. To the extent that 
this is occurring it is again storing up costs for the 
future because experience shows that children so 
placed stand a good chance of later becoming public 
charges in one way or another. A similar situation 
exists where there is jockeying between jurisdic- 
tions to avoid costs. An example taken from 
Ontario is where the county is responsible for the 
cost of certain statutory obligations and the town- 
ship for direct relief. The county tends to regard 
every case as unemployment relief and the town- 
ship to insist that as many as possible are statutory 
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cases. As the two jurisdictions tax the same tax- 
payers to a great extent their disagreement is really 
about jurisdictional bookkeeping, but in the mean- 
time welfare problems as such tend to be over- 
looked. 


IV. RELATIONS BETWEEN PUBLIC AND 
PRIVATE AGENCIES 


The stress of some hard pressed local authorities 
on cutting costs (which does not necessarily mean 
efficient administration or long-time savings) has 
often resulted in reduction of appropriations with- 
out reference to need. As a result private agencies 
have been forced to use their funds for relief pur- 
poses (food, fuel, clothing and shelter) rather than 
rehabilitation, prevention, or other special purposes 
for which they are in existence. This has caused 
friction between private and public agencies as 
have some of the other considerations already 
mentioned. Private agencies are now, on the 
whole, refusing, on the grounds that their funds 
are needed elsewhere, to deal with cases that they 
believe should be a public responsibility. Unfor- 
tunately, this change of policy comes at a time 
when all governments are becoming more arbitrary 
in cutting down relief costs. As a result certain 
types of unemployed are placed in a desperate 
position. 

An example of the condition of some of the relief 
families is given in a sample study made of a group 
of families carried by the Montreal Family Welfare 
Association, in January, 1937.17 There were four 
main groups in these families. The first is made 
up of families that have been unable to establish 
residence; the second, of families of the permanently 
dependent type who are destitute but not eligible 
for municipal unemployment relief; the third, of 
families in receipt of unemployment relief whose 
relief allowances are inadequate; the fourth, of 
workers whose earnings are insufficient for the sub- 
sistence needs of their families. “Irregular work 
or under-employment of other kinds, low wages, 
dependence on the earnings of women or juveniles 
at unskilled jobs, large families, are the chief 
causes.” The survey excluded most of the families 
of the second group. “These families,” says the 
survey, “may be considered as a representative 
cross-section of the lowest income groups in the 
non-French-speaking community of Montreal.” 
They are, on the whole, the type of family that 
the welfare agencies feel the state should look after. 
Table 9 shows the results of the survey of conditions 
among 591 families. 


17 Reported by L. C, Marsh, op. cit. Chapter 16. 
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TABLE 9 


Illness, Nutrition, Housing and Clothing among 591 Hngiored Families carried by 
the Montreal Family Welfare Association, January, 1937 


: Under 
District piace — Housing Clothing 
ion 
% % Jo 
51-5 4-1 10-3 
18-3 33-8 7-0 
29-2 23-6 1-4 
47-0 10-8 3-6 
5-5 45-6 23-6 
22-8 8-7 4-3 
19-0 23-1 3-3 
28-8 19-5 6-8 


Very strict standards were used in the survey. 
For instance, “under-nutrition” does not refer 
simply to cases where the investigator considered 
that insufficient food was available, but to cases 
that showed actual symptoms of general deficiency 
of nutrition. “ Bad housing” refers to cases of 
definite overcrowding or where the structure of the 
house menaced health. The “lack of clothing” 
figure is small because “so many schools, clubs, 
churches and other agencies have organized clothes- 
distributing services, but also because only severe 
eases of clothing need were recorded.” It is further 
explained that “the Uptown and South districts, 
in which the malnutrition rates are lowest, are parts 
of the city in which settlements and other welfare 
agencies are most numerous, in which also schools 
with many pupils from low-income families have 
provided milk, and sometimes meals, free.” But 
the point of interest for this study is the indication 
of generally bad conditions among these types of 
family, and the fact that those conditions will get 
worse because both welfare agencies and civic relief 
departments are for a variety of reasons increas- 
ingly failing to meet the needs of such families. 
Basically, the trouble is that the local authorities 
are pulled one way and another by the multiple 
nature of their problem. With the final responsi- 
bility for poor relief and unemployment relief on 
their hands, their financial burden becomes so great 
that they are incapable of dealing with the problem 
effectively and adequately. It is an unsatisfactory 
situation, not due to obtuseness on the part of local 
authorities but to bad organization. 


Vv. LOW WAGES AND PART-TIME EMPLOYMENT 


The question of poverty caused either by low 
wages in full-time or part-time employment is a 
complicated one. In many lines of work, the bot- 
tom falls out of the wages structure in times of 
mass unemployment. If relief authorities give 
partial relief to low-wage workers they are in fact 
subsidizing private industry and encouraging other 


employers to lower wages or to take on part-time 
workers. If they don’t give partial relief, families 
are in want and the unemployed will show great 
reluctance to take part-time work. Private agencies 
are then in a dilemma too, because although the 
low-wage family may be in need of special atten- 
tion the private agencies feel that by assisting, they 
are using their funds to subsidize industry; and in 
any case, they would be going counter to the policy 
adopted by the local relief authorities. Strictly en- 
forced minimum wage legislation can go a long way 
in providing a “ bottom ” for the wage-structure;15§ 
but the problem of part-time employment is more 
difficult. Private industry has shown little responsi- 
bility in this matter. The recent attempt of the 
Quebec Fair Wage Board to provide higher hourly 
rates for part-time employees met such opposition 
from organizations of business men that it had to 
be modified. There is a good deal of necessary 
part-time employment in industry and retail trades 
because of the nature of the work, but there is also 
a lot of unnecessary part-time employment, either 
through poor organization of the work or through 
a deliberate attempt to lower wage costs. If busi- 
ness does nothing to check the latter type of part- 
time work, it can hardly wonder if public authori- 
ties finally attempt to regulate all types of such 
employment. 


(b) Residence and the Mobility of Labour19 


This problem again demonstrates the unsatisfac- 
tory nature of lumping together employables and 
unemployables. The latter, the traditional recipi- 
ents of poor relief, do not as a rule move about the 
country, and in any case they do not affect the 
mobility of labour. The problem is caused by em- 
ployable persons who, moving about the country in 
search of work or following seasonal occupations 
from one region to another, run afoul of restrictions 
traditional to poor relief which tend to immobilize 
labour. Consequently a type of worker who nor- 
mally performs a valuable function in the economy 
of the country becomes an object of suspicion and 
the recipient of the most short-sighted treatment. 
The bulk of these people are looking for work and 
are penalized for so doing. 

Although there is some overlapping, it will per- 
haps be clearer to deal with the problem under the 
headings of “transients” and “ non-residents.” 


18 See the discussion of minimum w i 
Legislation, Chapter 3, by A. E. Grane EO eee 


19This subject has received considerabl i 
notably The Problem of Relief, Health al Weltoraificaakaninas 
Interprovincial Transients by H. M. Cassidy, Director of Social 
Welfare for British Columbia, and The Non-Resident Problem in 


Montreal, a Report of the Non-Resid : 
Welfare tiisecciation, te ee ent Committee of the Family 


ee 


_ varies. 
have gradually worked out inter-municipal arrange- 


TRANSIENTS 


These are usually single, unemployed men who 
have no established residence anywhere. Normally, 
this class of worker is an important part of 
the working force of the country. They are 
necessary for the many highly seasonal indus- 
tries of Canada: the lumber and pulpwood 
winter cut and spring drive; the extensive 
summer developmental work at the mines; the 
fruit, vegetable, berry, and grain harvests of the 
autumn; the big railway and highway construction 


jobs; the sudden spurts of shipping and factory 


activity when navigation opens; the many indus- 
tries that only want a man for a month or a season, 
but must have him then. During the depression, 
however, openings have been few, and with prac- 


_ tically no resources to fall back upon, large numbers 
_ of these migratory workers have been in want. As 
they have no established residence, most munici- 


palities give them a few meals, a night’s lodging 
often in jails, and tell them to move on. 


NON-RESIDENTS 


These are persons, often families, who have 


- moved to a new municipality but have not yet been 


there long enough to establish residence and hence 
are not eligible for relief. In this group are those 
who have become unemployed and go elsewhere 


looking for work; prairie farmers discouraged with 


the drought who go to the cities to try a new life; 
younger members of families who do not want to 
be a burden on the home and try their luck else- 
where; and unemployed families from smaller 
municipalities where very little or no relief is given. 
But however worthy their motives, they are given 
rough treatment wherever they settle. The rules 


_ for residence vary with municipalities but it usually 


takes one, two or three years to establish residence, 
and in some places rules are so laid down that it is 
impossible to gain residence. In the meantime, 
relief is not given if at all possible, and if granted, 
it is only given on an emergency basis. An attempt 
is generally made to send them back to their original 


homes, but as no technique has been worked out 
between provinces for redomiciling such families 


and individuals, this is a prolonged and very un- 
certain matter. Within the provinces, the situation 
Ontario and the four western provinces 


ments within the provincial boundaries; otherwise, 
the situation is chaotic. 

It is obvious that special problems of welfare are 
created for families in this group. “ From the point 
of view of the family’s welfare,” says the Report of 
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the Montreal Family Welfare Association on The 
Non-Resident Problem in Montreal, 


“the disturbing effect of a high rate of mobility and 
a prolonged period of uncertainty and insecurity are 
the outstanding considerations. While the effect on 
the children is almost impossible to estimate, it does 
seem presumptuous to expect good citizenship from 
children brought up in an environment where they are 
made to feel that they do not belong. Yet most of 
the families moved with the sincere hope of bettering 
themselves and, as far as could be determined from 
the study of cases accepted for care, they did not 
appear to differ greatly in other respects from resident 
families which come for assistance.” 


Another problem of welfare relates to health. There 
is generally a residence requirement for free hos- 
pitalization. Here again the non-resident is 
penalized. 

As a result of residence restrictions, much of the 
burden for non-resident unemployed has fallen on 
the voluntarily supported private agencies. It has 
become increasingly difficult for them to justify 
continued spending of voluntary funds raised for 
necessary local purposes on a problem which is 
pretty clearly a governmental responsibility, and 
there is a tendency for these agencies to refuse to 
divert their funds any longer to this use. The 
plight of the non-resident is therefore becoming 
more acute. 

Practically all the larger towns have problems of 
transiency and non-residence. The big cities attract 
people because of their diverse life and the pre- 
sumably greater chance of getting a job. They are 
also transportation centres on the main line of 
travel and therefore easy for transients to get to. 
There is a certain movement of unemployed from 
small centres to big ones because of the inadequacy 
of relief in the former. The province of British 
Columbia has felt that its climate and the situation 
of Vancouver and Prince Rupert as railway term- 
inuses have given it more than its share of transients 
and non-residents, and have unfairly increased its 
relief and health costs. Whatever may be said as 
between provinces, it is certainly true that the 
problem is pressing for certain communities. 

The local authorities cannot be looked to for a 
solution of the problem of the transients and non- 
residents. The trouble lies basically in a faulty 
conception of the problem of unemployment relief. 
These two groups of unemployed will never fit into 
a pattern of unemployment relief organized on a 
basis of local responsibility. Their plight can only 
be remedied by inter-provincial action or Dominion 
action, and any solution must pay due attention to 
the necessity of keeping labour mobile in Canada. 
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(c) Medical Care for the Unemployed?° 


No attention was paid to medical care for the 
unemployed until quite late in the depression. 
Even now, Ontario is the only province that has a 
standard system of medical relief covering both 
urban and rural areas. This system was introduced 
in the spring of 1935, although, following the 
Campbell report, emergency medical services had 
been provided since 1932. British Columbia, which 
has the next best medical coverage for the unem- 
ployed, did not begin to extend its health services 
until 1934. This system covers only unemployment 
relief recipients in unorganized territory and in 
leading municipalities. The system is still spotty 
and it is not well co-ordinated with the other health 
services of the provincial government and the 
municipalities. Both these provinces make appro- 
priations specifically for medical relief. 

The Prairie Provinces, because of the drought, 
undertook medical relief as early as 1931 and 1932. 
However, medical provision there still varies con- 
siderably in the larger cities and towns where most 
of the unemployed are concentrated. In Saskatche- 
wan, since 1932, medical relief has been included in 
agricultural aid which is borne jointly by the prov- 
ince and the Dominion. The “municipal doctor” 
system21 has been of great help in meeting the 
medical needs of the unemployed and drought vic- 
tims, and so have the provincial maternity grants 
of $25 a case. In Quebec and the Maritimes there 
are no standard provisions except in Montreal and 
a few other cities. The Montreal medical relief 
scheme did not get under way until the middle of 
1936. The Maritime Provinces have paid least 
attention to the need of medical care for the unem- 
ployed. The Dominion government assumes no 
responsibility for medical relief. All the largest 
cities now make some appropriation for medical 
care in their unemployment budgets, but this is 
not true of many urban centres and still less of 
rural districts. 

Where medical services are given the unem- 
ployed, the range and quality vary considerably. 
Limitations are often placed on the number of 
visits per patient per month, on operations, hos- 
pital charges, the cost of glasses, dental work other 
than extractions and prescriptions. Most medical 
relief schemes discriminate against single men. 
And rural medical relief, when given, is usually 
poorer than urban. 


20 For a full treatment of this subject see L. C. Marsh op. cit. 
Part V. For the details of medical relief in the various provinces 
see Appendix IT. : 


21See the study on Public Health, p. 8, by A. E. Grauer. 


Where no special relief organization exists, the 
extent to which the unemployed receive proper 
medical attention depends upon the ordinary 
medical and health facilities which may be open to 
the low-income groups in the community. These 
are chiefly hospitals, clinics and sanatoria supple- 
mented by private social agencies (Family Welfare, 
Victorian Order of Nurses, Red Cross, etc.) whose 
services are considerable in some areas and non- 
existent in others. Some medical attention may 
also be given through established institutions for 
the destitute, such as municipal relief shelters, 
casual wards, overseers of the poor, charitable 
hostels, church organizations, ete. A large volume 
of gratuitous service has also been given by private 
physicians. This has been an unfair imposition by 
the state, especially in some areas where the amount 
of gratuitous service reaches heavy proportions. 

The tendency, in extending medical care to the 
unemployed, has been to make the governing 
criterion indigence rather than sickness. Here 
again, poor relief has set the standards for the 
treatment of the unemployed. Even so, the lot of 
the unemployed on relief has been better than that 
of the low-income families who are unable to buy 
even minimal medical services out of their 
budgets.22 


5. JURISDICTION FOR UNEMPLOYMENT RELIEF 


The phenomenon of mass unemployment was un- 
known to the Fathers of Confederation and received 
no specific attention in the British North America 
Act. Such public assistance as did occur at the 
time, however, seems to be covered by subsection 7 
of Section 92 giving the provinces jurisdiction over 
“The Establishment, Maintenance, and Manage- 
ment of Hospitals, Asylums, Charities, and Elee- 
mosynary Institutions in and for the province, 
other than Marine Hospitals.” The care of the 
needy and indigent has also been taken to be within 
the jurisdiction of the provinces as being a “ matter 
of a purely local or private nature within the prov- 
ince.” Responsibility for the poor was passed ou 
to the municipalities by the provinces. This was a 
reasonable solution of the problem for several 
reasons :— 


(1) In the absence of modern facilities for transpor- 
tation and communication, communities were 
much more self-contained than now. The local 
authorities had a better basis for knowing the 
circumstances of each individual family than pro- 
vincial officials. In fact, most communities were 
so small that practically everyone, even in the 
towns, was known to each other. — 


22For a discussion of th iti i : 
nen ’Pare thet tee a e position and needs of this group 


(2) In a new country with a normal scarcity of 
labour, the number of poor was relatively insig- 
nificant and imposed no financial strain on any 
municipality. 

(3) The poor were chiefly unemployables and conse- 
quently an immobile group. Hence problems of 
residence or of interference with the mobility of 
labour did not arise. 


The modern problem of the widespread need of 
able-bodied, employable persons is, as has already 
been shown, an entirely different question. It can- 
not be assumed, therefore, that because the relief 
of the poor is best suited to local administration, 
the relief of the unemployed is too. The question 
of the most efficient, economical and equitable 
method of organizing relief for the able-bodied 
unemployed must be decided on its own merits. 


The National Employment Commission reached 
the conclusion2? that problems of employment and 
_ unemployment could be best handled by a “ nation- 
ally administered system of Unemployment Insur- 
ance and Employment Service ” supplemented by a 
system of “Unemployment Aid to meet those 
_ phases of unemployment need which experience 
abroad has shown cannot be covered by Unemploy- 
ment Insurance.” Such a structure would have 
“decisive advantages over the present system,” 
namely :— 


“(1) the Dominion, in the flexibility (though not 
necessarily in the amount) of its revenues and 
in the broader experience of its administrative 
officers, is in a better position to meet, than are 
the provinces, the highly fluctuating require- 
ments. Further, averaged over the whole coun- 
try, the fluctuations are less than for individual 
regions or localities; 

(2) the qualifications for Unemployment Insurance 
(which involves a statutory right for the recipient), 
or for Unemployment Aid (which involves an 
exgratia allowance based on need carrying on 
statutory right for the recipient because no con- 
tribution has been made), can be made clear and 
precise, susceptible of proof and capable of being 
determined by a Dominion Employment Service; 
stated briefly, they would be—having been self- 
supporting; having been employed; and/or being 
now capable of employment though unem- 
ployed ;24 

(3) since the definition of eligibility can be made 
precise and susceptible of proof, the dangers of 
competition and bargaining between government 
units and the tendency to shift responsibilities 
should be reduced to a minimum; 


23 Final Report of the National Employment Commission, 1938, 
Section 11, Chapters C and D. 

24The context of the National Employment Commission Report 
| indicates that the “or” in the expression “and/or” should be 
deleted. 
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(4) the disadvantage implicit in leaving the responsi- 
bility with the provinces is avoided, i.e., that that 
responsibility inevitably becomes joint, since ex- 
perience has demonstrated that in periods of 
severe unemployment the provinces do not carry 
the full burden and a system of grants-in-aid and 
divided responsibility necessarily ensues. 


The administrative functions would appear to be such 
as could be successfully dealt with if the Dominion con- 
trols the Employment Service and is willing to work out 
adequate co-ordination with Provincial and Municipal 
welfare services. Dominion administration is quite 
compatible with regional decentralization. 

It should be made clear that under the system out- 
lined, the responsibility for the relief of distress other 
than that arismg from unemployment as defined by the 
Dominion Government Employment Service should lie 
with the Province and its creature, the Municipality.”25 

Commissioner Mary Sutherland dissented from 
the recommendation that responsibility for the 
relief of distress resulting from unemployment 
should be shifted from the municipalities and 
provinces,26 

The arguments for and against transferring ex- 
clusive jurisdiction for the aid of able-bodied unem- 
ployed to the Dominion Parliament may be 
summarized as follows:— 


1. Economic 


(a) For: In attacking an economic problem it 
is a sound principle that the government given 
jurisdiction (and therefore responsibility) should 
be the one best able to deal constructively with it. 
Unemployment is, on the side of its causes and 
cures, economic in nature; on the side of its treat- 
ment, financial. Therefore, the governmental 
jurisdiction responsible for the treatment of the 
unemployed should be the one with the broadest 
taxing powers; and the one responsible for the task 
of attacking the causes of unemployment should be 
the one with most control over the economic factors 
affecting unemployment. Of the three levels of 
government in Canada the Dominion has the widest 
taxing powers and the municipality the narrowest. 
The Dominion Parliament also has the broadest 
economic powers, including exclusive control of 
money and credit, the tariff, and foreign and inter- 
provincial trade and commerce. Although the 
treaty-making power is a complicated one in Can- 
ada, the Dominion is the government best situated 
in fact to enter into international action, which is 
necessary against some types of unemployment. 
The Dominion is the logical body to bring about 
co-ordination of policy internally for long range 


25 Tbid., p. 28. 
26 Tbhid., p. 45 et seq. 


30 


planning against unemployment along such lines as 
public works, housing, etc. The Dominion Parlia- 
ment, in short, is the only governmental body 
equipped with the necessary powers to attack the 
chief causes of unemployment. 

Under the present organization for unemploy- 
ment aid, localities with the heaviest rate of unem- 
ployment have the heaviest financial burden regard- 
less of their taxable capacity. This is an unfair 
economic burden for such localities because the 
causes of unemployment are not local. 

When responsibility is divided between govern- 
ments, there is a tendency for attention to become 
concentrated on the apportionment of the costs of 
unemployment relief to the detriment of other con- 
siderations. If responsibility were entirely with 
one government, attention would be concentrated 
where it should be, namely, on the terrific financial 
burden of unemployment to the country and the 
necessity of reducing that burden through the most 
efficient organization of relief possible and through 
combating the causes of unemployment. Canada 
has not been aggressive in meeting the causes of 
unemployment, and although it is true that unem- 
ployment cannot be eradicated, it can be lessened 
by thorough-going preparation along the lines 
already mentioned to cope with the causes of 
unemployment. 

The important problem of the mobility of labour 
would be met by Dominion responsibility for unem- 
ployment. There would be no question of “ resi- 
dence” then, and present restrictions on the 
mobility of labour would disappear. At the same 
time, a comprehensive and efficient employment 
service, thoroughly publicized and with the advan- 
tage of administering unemployment insurance, 
would be much more in touch with all classes of 
labour than at present and able to give effective 
advice as to employment opportunities elsewhere. 


(b) Against: “. within their jurisdiction, 
provinces legislate in respect to material resources, 
agriculture, mines, forests, factories, etc., and in 
respect to human resources in such matters as 
education, health, and labour, including hours of 
work, minimum wages, workmen’s compensation, 
factory conditions, the health of workers, indigency, 
etc. Material resources and human resources are 
inextricably bound together in the economic struc- 
ture. The material resources, and the human 
resources in the application of their minds and 
labour, whether to material resources, in trade, or 
in service, and all the ramifications of that relation- 
ship, constitute an indivisible oneness and conse- 
quently have been and should be governed in 


matters appertaining to that relationship within 
one jurisdiction. That the allocation of 
that jurisdiction should be implicit in the sovereign 
rights of the provinces is fundamental and perfectly 
logical.” 27 

The provinces can take steps to equalize the 
burden of unemployment as between localities, and 
the Dominion can equalize the burden between 
provinces, by grants. The problems of non-resi- 
dents and transients can effectively be met by inter- 
provincial agreements. 


2. Financial 


(a) For: It is an accepted principle of public 
finance that the authority spending money should 
also raise it, or at least such part of it as will induce 
it to be economical. This is the only real check to 
the political pressures for greater expenditures to 
which all governments are subject. As the experi- 
ence of the depression has shown, the proportions of 
the problem of unemployment are such that the 
municipalities, if charged with unemployment aid, 
cannot hope to meet more than a fraction of the 
expenditures. It is impossible to give them addi- 
tional sources of revenue with which to meet the 
costs of aid because no important tax besides the 
property tax can be effectively levied on a munici- 
pal basis. These inequities, moreover, are fatal 
from the point of view of unemployment because 
they would penalize the poorer municipalities with 
the heaviest burdens of aid and favour the well-to- 
do municipalities. With municipal responsibility 
for unemployment aid, therefore, there must always 
be a cumbersome system of grants and probably 
loans, a system that is a fruitful source of irritation 
and destructive of a smoothly functioning federal- 
ism. It is impossible for the Dominion Parliament 
to apply effective controls to these grants because 
it would immediately be accused of interfering with 
provincial rights. 

The highly variable liability of unemployment 
aid, which may be practically non-existent one year 
and a major burden another, makes it a logical 
responsibility for the government with the widest 
and most resilient system of taxation. The muni- 
cipalities, if they are to preserve their financial 
integrity, should have non-variable liabilities as far 
as possible because of their rigid tax-basis. 


_The size of the financial costs of unemployment | 
aid requires a new approach to public finance if — 


solvency is to be maintained, namely, the balancing 
of budgets over the period of the business cycle. 


27 Ibid., p. 47, Memorand f i ining 
Reasons for rel Gonstnianionee: Mare eae se 


This approach seems preferable to the old principle 
of trying to balance budgets from year to year, 
which was highly inequitable because it imposed 
oppressive burdens on the taxpayer during times of 
depression when he was least able to carry them. 
At the same time it must be realized that strong 
political pressures will be exerted in favour of the 
old practice. There will be insistent demands fer 
reduced taxation as soon as better times bring a 
budgetary surplus. But if budgets are not balanced 
over the period of the business cycle, clearly in- 
solvency will result. It seems reasonable to expect 
that if one government has the responsibility for 
unemployment, it will stand a better chance of 
realizing the necessity of providing for the bad 
years in the good and of formulating its policy 
accordingly, than will nine provincial governments 
and a host of municipal governments. Especially 
as the latter might think that there is always the 
possibility of getting Dominion aid, while the 
Dominion knows that it must stand on its own 
financial feet. 

_ With the whole problem of unemployment in the 
hands of one authority, the taxpayers of the 
country would know what were the immediate cash 
costs of the problem. This knowledge should exert 
ee constant pressure on that government for efficiency 
and economy in the administration of unemploy- 
ment aid and for dealing with the causes of unem- 
ployment. 


(b) Against: The pressure of local opinion 
forces local governments to economize, and there- 
fore aid for the unemployed should be left a muni- 
cipal responsibility. As expressed in the dissenting 
memorandum28 “there is a fundamental 
basis, that transcends in importance all others, for 
leaving the primary responsibility for the relief of 
distress arising from the loss of income because of 
no work with the municipal authority and/or the 
province. It is that in a democratic government 
the individual has a more responsible attitude to 
and interest in government to which he pays his 
taxes directly and which he sees functioning for 
himself and his neighbours. The further removed 
and more centralized government becomes and the 
less direct its taxing powers, the less easily can the 
individual relate his own responsibilities to its 
functions. No matter which government is re- 
sponsible for and administers relief of distress 
arising from loss of income because of absence of 
work, there will be constant pressure to increase the 
benefits and to enlarge the base of admittance to 


28 Tbid., p. 49. 


31 


benefits. If responsibility and administration are 
centralized in the Dominion Government, the im- 
portant counter-pressure from local taxpayers will 
be eased.” 

The Dominion is free to aid the provinces by 
grants-in-aid, and abuses can be guarded against by 
laying down proper conditions for such grants. 
“Tt is submitted that such abuses as have come to 
the attention of the National Employment Com- 
mission are not the result of a wrong principle but 
rather are the result of failure to apply proper con- 
trols at the initiation of the grants-in-aid. . . . 
While it has become increasingly difficult at this 
late day to impose the proper controls and super- 
vision, the case is far from hopeless.”29 


3. Welfare 


(a) For: There is an absence of standards in 
the present organization of aid for the unemployed 
and a lack of any apparent relation between the 
amount of aid and the minimum needs for well- 
being along such lines as food, clothing and medical 
care. Indeed, financial stringency in some munici- 
palities may necessitate undesirably low standards. 
Dominion jurisdiction over the relief of the able- 
bodied would mean that the whole question of 
standards would have to be gone into, and it is 
probable that more attention would be given to 
long-run considerations of health and welfare than 
is given now by the multiplicity of local authorities. 

The welfare problems attached to certain unem- 
ployed groups at the present time, such as transi- 
ents and non-residents, would disappear under 
Dominion jurisdiction because it would not matter 
where the individual or family was given aid, pro- 
vided he was willing and able to work if a job were 
available. 

The unbalancing impact of unemployment aid 
upon municipal budgets tends to knock the whole 
structure of municipal functions askew. The wel- 
fare problems of special categories of needy people, 
such as unmarried mothers and children in unde- 
sirable home surroundings, are at present often 
overlooked because of the overshadowing pressure 
of unemployment aid. Further, basic welfare 
services like education and public health are often 
drastically curtailed because of the demands of 
relief for the unemployed. The regular welfare 
functions of local governments should therefore 
benefit greatly from Dominion assumption of un- 
employment aid. The situation could not be met 
by larger grants from the Dominion without review- 
ing all the functions of the municipalities to ascer- 
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tain what their needs were. This would be an 
intolerable situation from the point of view of both 
governments. 


(b) Against: Welfare needs can be adequately 
dealt with only by the local government. This 
statement applies to relief for the unemployed as 
well as for other needy groups. Especially in a 
country the size of Canada with its great diversities 
in conditions it is impossible for a central adminis- 
tration adequately to look after the welfare of 
individuals. What would probably result would be 
a bureaucratic organization working according to 
fixed rules. If there are inadequacies in the present 
administration of unemployment aid, the solution 
lies in making financial adjustments and in having 
closer provincial supervision. 


4. Administrative 


(a) For: The administration of unemployment 
aid by the Dominion government offers no insuper- 
able difficulties because the qualifications “can be 
made clear and precise, susceptible of proof and 
capable of being determined by a Dominion Em- 
ployment Service: stated briefly, they would be— 
having been self-supporting; having been em- 
ployed; and/or being now capable of employment 
though unemployed.”39 In establishing the maxi- 
mum amounts for unemployment aid, “ it would be 
essential to observe the principle of maintenance 
of incentive to accept employment by relating the 
maximum aid to actual earnings in each centre and 
regional division.”81 There would therefore be 
regional decentralization in the Dominion adminis- 
tration of unemployment aid with staff chosen 
partly at least for their knowledge of local condi- 
tions, and the scales of unemployment aid would 
be somewhat less than the prevailing rates of pay 
for unskilled labour in each region or locality. “In 
this class it is important to note, however, could not 
be included such categories as farmers and fishermen 
who are still at work but by reason of drought, low 
prices, or other circumstances, are unable to earn 
enough by their occupations to provide for their 
needs. Provision for this latter class involves such 
careful consideration of local standards of living, 
supplementary earnings, property ownership, and 
other factors, that it should be left to Provincial 
and Municipal responsibility.”?2 


30 Tbid., p. 28. See note referring to same quotation on p. 29. 

31 Jbid., p. 30. 

8° Tbid., B. 31. It might be argued that this would imply a 
contribution by the Dominion to some provinces to equalize con- 
ditions between provinces. 


Such a clear-cut allocation of functional responsi- 
bility would do away with the constant friction 
that is inevitable in the present system of divided 
authority. For a successful federalism, the fune- 
tions of each jurisdiction should be definite and 
independent, and not depend in part on the other 
jurisdiction. With Dominion responsibility for 
unemployment aid, the Employment Service would 
cut across jurisdictions by declaring people employ- 
able or unemployable; but with a competent per- 
sonnel capable of commanding general respect and 
the right of appeal to a review body, friction on 
this score should be kept at a minimum. 

The bulk of the unemployed are in the large 
cities and the “local” element in the sense of 
personal knowledge of individuals by relief ad- 
ministrators has always been non-existent for them. 
It is only in the smaller communities, representing 
2 small fraction of the unemployed, that personal 
knowledge of individuals on the part of municipal 
officials exists. But in several provinces, notably 
British Columbia, Alberta, Saskatchewan and Mani- 
toba, unemployment relief in small communities, 
unorganized territory, local improvement districts, 
ete., is administered directly by provincial officers 
and not by local officials.8 The Dominion would 
have the experience of these services as a guide and 
could gain further local knowledge, if necessary, by 
setting up local advisory committees composed of 
representatives of religious, welfare, business and 
labour interests. This device has been used very 
effectively in England and is widely used in rural 
Quebec. If adopted extensively by the Dominion 
it should give the Dominion service a more ade- 
quate knowledge of local conditions in many centres 
than the present indiscriminately constructed or- 
ganization for unemployment aid. 

The Dominion service would be a permanent one 
although it would be but a skeleton organization 
in good times. An analysis of the nature and causes 
of unemployment shows that there will always be 
some unemployment, and it can be taken that 
recurring depressions will characterize the future as 
they have the past. Hence it would be advisable 
to have a skeleton organization always in existence 
to provide relief for those unemployed for such 
reasons as technological advance in good times and 
to form the core of an efficient system whenever 
cyclical unemployment returned. In this way th 
wastes and suffering that characterized the early 


years of the last depression will not be repeated in 
the future. 
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(b) Against: A Dominion service would have 
great difficulty coping administratively with such 
a widespread problem under greatly varying con- 
ditions in various parts of the country. Political 
considerations would interfere with the setting up 
of flexible scales of aid, and even if this were 
accomplished at the outset, the indignation of the 
regions with low scales and the expediencies of 
party politics would cause an irresistible pressure 
to pay a standard scale of aid across the country. 
Such a result would have disastrous effects on the 
economy of those parts of the country where the 
average income and the cost of living are low. 

A Dominion service would be unable to check 
up on relief applicants as well as a local service 
and hence would be wasteful. A Dominion service 
would further tend to perpetuate itself. “When 
the Dominion accepts such responsibility and 
defines by statute the distress resulting from unem- 
ployment and loss of occupation which it will 
relieve, and sets up a machinery to administer such 
relief, permanency becomes inevitable and fixed... . 
Local authorities, responsible to local taxpayers, 
have found it possible to limit, reduce and finally 
to dispense with relief as conditions known at first 
hand permitted it.’’34 

A group in urgent distress would have quicker 
access to provincial and municipal governments 
than to the Dominion. 

The attempt to separate employables from unem- 
ployables, with the latter the responsibility of the 
local governments, would be a constant source of 
friction because there would be many border-line 
cases, and the local governments would be anxious 
to keep their costs as low as possible. 


5. Other Considerations 


There are other important points which do not 
fall under the headings mentioned above on 
which the proponents and opponents of Dominion 
assumption of unemployment aid disagree. Briefly 
they may be summarized as follows:— 

(a) It is argued against Dominion responsibility 
for unemployment aid that the taking away of an 
important function from local governments would 
Jessen their responsibilities and weaken their 
prestige, and as local governments are the basis of 
a democratic state, it is most desirable that they 
should be as strong as possible. It is also said 
that the provinces, the legal parents of the muni- 
cipalities, would suffer in prestige from such a 
transference of function. On the other side, it is 


34FWinal Report of the National Employment Commission, 
Memorandum of Reservations Containing the Reasons for Dissent, 
pp. 49, 50. é 
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argued that unemployment aid has almost wrecked 
local government in Canada. It has saddled muni- 
cipalities with debt, caused them to curtail essential 
services and brought them into general disrepute. 
The burden of unemployment aid, it is claimed, 
is one that has not and cannot fit into the pattern 
of local government; it inevitably causes disruption. 
Far from weakening local governments, therefore, 
Dominion assumption of unemployment relief 
would probably be the greatest single step that 
could be taken to strengthen them. As far as the 
provinces are concerned, it is said, until the post- 
war years, the problem of unemployment was 
practically unknown to governments in Canada. 
It was only in the last depression that the general 
public became aware of it. Governments can 
hardly suffer a loss of prestige by giving up some- 
thing they have never, in the public mind, had. 
The problem of unemployment, it is further 
argued, will be a very thorny one for whichever 
government is responsible for it. The government 
having jurisdiction over it will probably gain much 
more criticism than praise in the future, no matter 
how it handles unemployment relief. Prestige, 
therefore, is an elusive consideration; for the benefit 
of the citizens of Canada and of all governments, 
attention should be concentrated on which juris- 
diction can most economically and efficiently deal 
with the problem. 


(b) Closely allied with the above is the argument 
that regional differences make provincial and local 
responsibility for unemployment aid essential. 
“Canada, with her immense area, with her varied 
resources and her peculiar distribution of them, 
with her racial and religious minorities, with her 
separation of maritime and inland _ territories 
producing problems individual and peculiar to each 
and her very geography, necessitates a federation 
of states each enjoying fairly wide sovereign powers. 
In the allocation of powers then it becomes funda- 
mental that the well-being of citizens, the condi- 
tions under which they live and work, that 
relationship of human and material resources, in 
a word their domestic or civil functions, so different 
in each section of the country, should be within 
the jurisdiction closest to the individual. To 
divide the jurisdiction that has been exclusively 
the Provinces’ is to reduce the rights and powers 
of the Province.”35 Qn the other side, it is argued 
that it is essential to distinguish between things 
that are peculiar and vital to provinces (e.g. race 
and religion), and things that are not. It is a 
fundamental principle that an essentially economic 
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problem should be handled by the jurisdiction best 
able to deal with it. Unemployment is an economic 
problem. If, for non-economic reasons, govern- 
ments not equipped to deal with it efficiently have 
jurisdiction over it, the result inevitably will be 
dissatisfaction, unnecessary debt and taxation, and 
unrest. It is in this soil that non-democratic move- 
ments sprout and flourish. Not only would such 
governments themselves lose greatly in prestige 
but the whole structure of a democratic federal 
state would be subjected to severe disintegrating 
influences. 


(c) One aspect of this general argument war- 
rants separate consideration. It is that a given 
province (or municipality) may wish to give relief 
to the unemployed in a particular way and that it 
should not be deprived of that right. Specifically, 
a province may wish to give aid by public works 
instead of direct relief. This is one point on which 
the past depression has thrown a great deal of light 
because of the large number of countries attempt- 
ing programs of public works. Two illuminating 
reports of the International Labour Office, Public 
Works Policy (1935) and Planning of Public 
Works in Relation to Employment (1937), have 
gathered together and analysed this experience. 
Though every country would have preferred to 
meet the unemployment problem solely by works 
projects rather than relief, no country was able to 
do so because of the expense. The inevitable result 
of attempting to meet mass unemployment solely 
by works projects would be either bankruptcy or a 
dead weight of debt that would retard the develop- 
ment of the country or province for years to come. 
The only way that public works can be provided for 
a good proportion of the unemployed is by previous 
planning both of finances and public works. A 
sound financial policy of reducing public debts 
markedly during prosperous times plus a carefully 
planned program for public works, housing, etc., to 
be commenced during depression periods would 
allow for works projects under conditions that 
would not threaten the financial integrity of the 
country or any part of it, and accomplish worth- 
while public aims under conditions of low cost. 

An essential aspect of works projects is the effect 
they might have in reviving a depressed business 
system. If they are successful in doing this, it is 
obvious that their real cost is tremendously reduced. 
But from this point of view, experience shows that 
planning and timing are all-important. It must be 
a program designed to stimulate industry on a 
broad front. The time for beginning the program 
and for tapering it off as private business picks up 
must be carefully chosen. It would be hopeless to 


have the various parts of Canada, for instance, 
going ahead with works projects, each at its own 
inclination. Such a procedure might easily do more 
harm than good from the point of view of reviving 
business and curtailing unemployment. So impor- 
tant is timing and a broad, co-ordinated program, 
that the International Labour Office concluded that 
the ideal procedure would be to have international 
co-ordination of works projects in view of the inter- 
national causes of much unemployment and the 
economic repercussions that unemployment in one 
country has on another. 

It is clear from the experience of the last depres- 
sion, then, that if a works program is to have effect 
and not be just an expensive way of giving relief, 
it must be planned on the broadest possible basis 
and as far as possible budgeted for in advance. In 
a federal country, all jurisdictions must co-operate 
in this program and the co-ordinating body would 
logically be the central government. On this point 
the experience of the last depression seems definite, 
regardless of what conclusions are reached about 
whether or not the Dominion Parliament should 
have exclusive responsibility for unemployment 
aid.36 


NOTE ON THE BRITISH SYSTEM OF ADMINISTRATION 
FOR THE UNEMPLOYED®?7 


The unemployment insurance scheme covers all 
those between the legal school-leaving age (usually 
14) and 65 employed under a contract of service 
whose remuneration is not more than £250 a year. 
All manual labourers, irrespective of income, are 
included. Agricultural workers, seamen, appren- 
tices recelving money payment and alien workers 
are all included. This system works automatically; 
on the payment of a stipulated number of weekly 
contributions, the insured worker receives pre- 
scribed benefits for a specified period of time on 
becoming unemployed. 

Allowances under the unemployment assistance 
scheme are granted to anyone on application who 
fulfils the following qualifications:— 

(1) they must be between the ages of 16 and 65; 


(2) their normal employment must be in such occu- 
pations as are covered by the Widows’, Orphans’ 
and Old Age Contributory Pensions Acts. These 
statutes have the widest coverage of any of the 
British social insurance legislation. Persons who 
have not been regularly employed since the age 
of 16, qualify for assistance payments if their 
normal occupation would have brought them 


88 See Section 2, Chapter F of the Final Report of the National 
Employment Commission for a pee consideration of the effect 
of public expenditures in stimulating employment. 

87 For a detailed treatment of this subject see Percy Cohen 
Unemployment Insurance and Assistance in Britain, 1938. : 


under the above-mentioned acts “but for the 
industrial circumstances of the district in which 
they reside”; 

(3) they must be able and willing to work. 


Workers are not disqualified by reason of having 
lost their employment owing to a stoppage of work 
due to a trade dispute. 

Under this system, all persons within the scope 
of unemployment insurance are covered by the un- 
employment assistance scheme besides practically 
all able-bodied unemployed who were formerly 
under the Poor Law. Able-bodied unemployed 
normally working on their own account, like shop- 
keepers and street-traders, would not have the 
“normal occupation ” required. 

The administrative structure set up under the 
Act is headed by the Unemployment Assistance 
Board, a central body of six, whose functions are 
laid down in the Act as:— 

(a) The assistance of the able-bodied unemployed 

coming within the scope of the Act, and 

(6) The promotion of their welfare, and, in particu- 


lar, to provide facilities to help them to become 
fit for entry into or return to regular employment. 


Outside of the central staff, the administration is 
thoroughly decentralized. There are 239 (1938) 
Area Offices which do the important day-by-day 
administration, such as decisions regarding eligibil- 
ity, the assessing of need, and periodic visits to 
applicants in their homes. Throughout some of the 
larger areas, forty-three “ Out-stations,” which are 
subsidiary to the area offices, have been established. 
The area offices are grouped into twenty-eight 
District Offices, which, among other things, keep 
administrative contact with local authorities and 
local organizations. A good proportion of this staff 
comprises officers previously employed by local 
authorities. 

There are 189 Appeal Tribunals composed of 
three members each, a Chairman appointed by the 
Minister of Labour, a representative of the workers 
and a representative of the Board. 

One hundred and twenty-six Local Advisory 
Committees have been set up under the statutory 
powers of the Board “for the purpose of securing 
the advice and assistance of persons having local 
knowledge and experience in matters affecting the 
Board’s functions.” The types of person usually 
appointed to such committees are those with experi- 
ence in the local administration of public health 
and public assistance, representatives of employers 
and employees, social service workers, etc. The 
local advisory committees are particularly helpful 
in adjusting allowances for local conditions and 
rural areas, and on the question of rent. 
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The unemployment assistance scheme, therefore, 
operates as follows. The unemployed person makes 
application normally through his local Employ- 
ment Exchange where he files an application form. 
His case is then investigated by the area officers 
who decide (a) is the applicant eligible? (6) is he 
in need? (c) if so,what is the extent of his need? 
When the amount of the allowance is determined, 
it is given to the applicant at the local Employment 
Exchange. While the allowance continues, the 
recipient must meet the following conditions:— 

(1) to register at the Exchange for work and to attend 
there at stated times; 

(2) to prove that he has no work or only such part- 
time or intermittent work as not to enable him 
to earn sufficient for his needs; 

(3) to state on the occasion of each attendance 
whether he has done any work since his last 
attendance and the amount earned by such work; 

(4) to inform the Board’s officers of any important 
change in his own circumstances or the circum- 
stances of any member of the household. 

The amount at which the needs of an applicant 
are assessed is calculated according to “scale rates,” 
which are adjusted, if necessary for rent, and for 
resources and earnings. The scale rates are 
“weekly rates differentiated according to the 
age, sex, and other circumstances of the person 
concerned.” They are drawn up in two schedules, 
the first relating to cases in which “the applicant 
is living as a member of a household consisting of 
two or more persons, and the second to a lodger 
or boarder who is not living as a member of a 
household consisting of two or more persons.” 

In the event of a favourable decision, the Board 
must repay to the local Poor Law authorities the 
cost of outdoor or other relief given to an applicant 
pending a decision as to his eligibility for unem- 
ployment assistance. As already indicated, an 
appeal from the decision of the unemployment 
assistance officers may be carried to an Appeal 
Tribunal, whose ruling is final. 


6. Responsibility for Agricultural Aid 

The relief of drought victims is an entirely 
different matter from the relief of the unemployed, 
as the National Employment Commission has 
pointed out. Drought and other natural calamities 
such as earthquakes, floods and so forth have been 
recognized in every country as being national 
emergencies. The only reason why drought relief 
became confused with unemployment relief in 
Canada is that they both occurred at the same 
time, and, as already pointed out, “unemployment 
relief’ became a catch-all for all types of relief 
and assistance. But there is no relationship 
between the two at all; one is the result of factors 
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that are primarily economic and susceptible to 
control, while the other is the consequence of 
uncontrollable natural catastrophes. Drought and 
other natural calamities are unpredictable and 
might strike any part of the country at any time. 
When they hit, they have a paralysing impact on 
the area affected. These problems are in no way 
related to the traditional one of indigence and 
there is no reason at all why they should be 
regarded as primarily a local responsibility. Clearly, 
they may become national emergencies; in fact 
major natural disasters are frequently recognized 
as international responsibilities. 

A distinction must be made, however, between 
the totally unexpected natural accident and the 
fairly regular recurrence of unfavourable climatic 
or other natural conditions in certain areas. To 
the extent to which an area, such as the prairies, 
is subject to cycles of such unfavourable periods it 
is obvious that the fiscal policy of the area should 
attempt to prepare for them by taxing heavily and 
reducing debts during such favourable income 
periods as the late twenties. This policy of course 
will only meet the situation to the extent to which 
the cycles are fairly uniform and predictable, and it 
is not suggested that the Prairie Provinces should, 
or could, have prepared for the drought and depres- 
sion of the thirties. The unparalleled extent, 
duration, and severity of the drought then did in 
fact make it a natural catastrophe of the first 
order rather than one of the normal production 
costs of the area. 

The fact that agricultural aid is entirely different 
from unemployment aid involves special public 
finance problems of its own. In agricultural aid, 
not only is a subsistence living paid the farmer 
and his family until more normal times return, 
but the whole cost of his operation is paid. The 
state, in fact, goes into the farming business, that 
is, from the point of view of costs but not of 
profits. It bears the cost of seed and putting in 
the crop for those farmers who cannot do so them- 
selves. If a crop is harvested, it gets its bare costs 
back; if, as has happened for the last several years, 
a crop is not harvested, it must put in the crop 
for even more farmers, the succeeding year. As 
the cropless years stretch out the possibility of the 
state getting back its “loans” for earlier years 
becomes remote. The situation has obvious dangers 
beyond the heavy strain it is on government 
finance. The farmer who has worked hard and 
saved his money in good years is penalized in 
comparison with the one who has spent his income 
as he made it. There is a good deal of bitterness 
among prairie farmers on this score. It is possible 


that a psychology of “living for the present” is 
being built up because of the feeling that if you 
save money you will have to pay your own costs 
in the event of crop failures, while if you don’t, 
the government will put in your crop. If such a 
psychology is being built up, it will hold grave 
dangers for public credit in the event of subsequent 
periods of crop failure. 

It should be noted that although the problem 
occasioned by the failure of agricultural crops is 
completely different from that caused by unem- 
ployment, the two are not unconnected. Crop 
failure directly affects eastern industrial firms 
manufacturing goods for the agricultural market, 
and indirectly affects the whole economy by lower- 
ing the farmers’ purchasing power. Thus unem- 
ployment in other parts of the country follows 
from crop failure in the prairies. 

There does not appear to be a problem of juris- 
diction in drought relief. It is not a permanent 
problem, not an inherent aspect of our economic 
society like unemployment, and therefore it should 
logically be treated on an emergency basis accord- 
ing to the conditions of the time. Where the 
problem is acute and widespread it becomes a 
national emergency, and there is already good 
precedent for the Dominion to share the financial 
costs. 

In the meantime, there is abundant room for 
co-operation in making soil surveys and in the 
intelligent direction of families that wish to leave 
the dried out areas. In the past, there has been 
an unwillingness on the part of most governments 
to make relatively small immediate expenditures 
for these purposes to save them large future ones. 
To the extent that provincial governments are 
unable financially to do such work, it would pay 
the Dominion, from a dollars and cents point of 
view, to aid. 

Poverty stricken agricultural areas and coloniza- 
tion schemes, especially in New Brunswick, Quebec 
and Ontario, are a different type of agricultural 
problem from that of the prairies. The record of 
many of the colonization schemes has been a dismal 
one both for the colonists and for public treasuries. 
The lack of planning and efficiency connected with 
many of these projects and the settling of colonists 
on land that cannot possibly support them has had 
serious implications for public finance. At great 
cost to the taxpayer, families have been settled in 
areas where it was inevitable that they would 
permanently remain at least partial public charges. 
It would seem essential to have competent surveys 
of soil, climate, and market possibilities made before 
state-aided colonization schemes are launched. 


CuHaptTer III 


CONDITIONAL GRANTS FOR THE RELIEF OF UNEMPLOYMENTS38 


One of the most striking features of the adminis- 
tration of unemployment relief is the continuing 
temporary nature of the system, despite the large 
sums of money involved. To begin with all gov- 
ernments believed that the recession was going to 
be a short one, but as this idea vanished, the real 
reason for the makeshift nature of the arrangements 
became clear,—the constitutional situation. As we 
have seen, the Dominion has no constitutional juris- 
diction to deal with the relief of the unemployed, 
and both the Dominion and provincial governments 
have reiterated the fact that unemployment aid 
was primarily a municipal function. The Dominion, 
therefore, has theoretically been ready to step out 
of the arrangements each year and hence has been 
unwilling to enter into agreements on other than 
an annual basis. Partly for this reason and partly 
for the general political considerations that apply 
to Dominion-provincial relations in all conditional 
grants, the Dominion Parliament has not attempted 
to lay down standards for administrative practices 
and procedures, such as personnel, eligibility for 
relief, scope and scales of relief, inspection, and so 
forth. Despite the large sums of money involved, 
the Dominion depended almost entirely on the 
adequacy of provincial and municipal relief ad- 
ministration and on the integrity and efficiency of 
provincial and local officials. 

This system has had severe limitations, especially 
during the early years. Provincial administration 
was slow in getting organized. It was customarily 
established as a branch of an existing department 
and often shifted from one department to another 
sometimes at the behest of political expediency. 
The municipalities, too, were slow in establishing 
separate administrative agencies for unemployment 
relief.39 And in most cases, the provinces made 
little attempt to establish personnel standards or 
relief scales for the municipalities. The results of 
this situation have already been described.4° The 
situation was complicated by the policy of the 
Dominion Parliament of not regarding administra- 
tive expenses as shareable items. The provinces 
adopted the same attitude towards municipal ad- 
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ministrative expenses. The result has been that 
municipalities have tried to economize by cutting 
down costs of administration. In many cases, this 
has simply meant that no adequate check has been 
kept on the relief rolls. Consequently there has 
been a considerable waste of Dominion and pro- 
vincial funds. Perhaps a more important source of 
waste arising from poor and understaffed municipal 
relief organizations has been the lack of construc- 
tive effort to rehabilitate relief recipients and thus 
clear them from the relief rolls. It was doubtless 
the fear of such wastes that caused the federal gov- 
ernment of the United States of America to give 
grants to the states for the administration of un- 
employment insurance. 


The chief Dominion control over the administra- 
tion of unemployment aid has been fiscal. The 
extent to which lax administration occurred in the 
earlier years of the depression will never be known 
but audits of the Auditor-General from 1931 to 
1935 revealed that provincial audits were inade- 
quate and that the Dominion had been sharing 
expenditures not called for in the agreements. The 
post-audit of the Auditor-General did not meet the 
situation because of the long delays in adjusting 
accounts and because of the difficulty of obtaining 
refunds from municipalities in many cases where 
there had been a difference in the interpretation of 
relief agreements. In the words of the Dominion 
Commissioner of Unemployment Relief:—41 


“Various factors have tended to make these settle- 
ments and adjustments difficult and _ protracted. 
Among these may be cited (1) the delays between the 
dates of expenditures and of the audits and investiga- 
tions of the Auditor-General, resulting in many in- 
stances in the department having to seek refunds, 
adjustments and computations from provincial gov- 
ernments other than those which made the expenditure 
in question; (2) the necessity of having to reconcile 
divergences of opinion existing between provincial 
governments on the one hand and the Auditor-General 
on the other, the former treating relief problems from 
a humanitarian standpoint, as requiring emergent 
action, and the latter passing judgment upon federal 
contributions, technically according to his interpreta- 
tion of the authorizing agreements and orders; (3) 


41 The Relief Act, 1935. Report of Dominion Commissioner of 
Unemployment Relief, p. 8. rec by Luella Gettys, op. cit. 
p. 165. 
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the differences existing between the various provincial 
and municipal accounting and auditing systems; (4) 
the fact that in many instances the Auditor-General 
is forced, by reason of the incomplete state of the 
accounts and supporting records presented to him by 
the provinces, to leave to provincial officials the com- 
puting of the amount of irregular payments, itself an 
obvious cause for delay in effecting settlements.” 


The situation has been improved somewhat by the 
inauguration of pre-audits under the Comptroller 
of the Treasury by auditors stationed in the various 
provinces who thus have a better chance of seeing 
that Dominion grants are used for the agreed relief 
purposes. It is still true, however, that audit con- 
trol is a paper control; there is no opportunity to go 
behind the documents to the specific cases. For a 
proper check on the use of grants-in-aid, the 
Dominion should have its own avenues of informa- 
tion. But this would mean duplication in large 
part of provincial and municipal services. 

Projects for public works were theoretically under 
stricter control as the project and its estimated cost 
had to be approved by the Dominion. But weak- 
ness also developed here. Because of delays in 
arriving at agreements, the Dominion, especially 
under the earlier relief acts, often gave approval, 
retroactive in scope, to works already under way. 
More important were the political aspects of works 
projects. Theoretically, they were supposed to be 
based on local unemployment needs and _ the 
amount of employment they would give. Actually, 
there was a temptation for both governments to 
base them on local political needs. Furthermore, 
“in some instances approval has been given to 
municipal projects which have been recommended 
by the provinces merely to avoid their being placed 
in the position of refusing local requests.”42 The 
provision of work relief “ was further complicated 
and stultified by the fact that it became a matter 
for bargaining between three units of government, 
so that the works selected were valued locally 
chiefly in proportion to the amount of the cost 
borne by provincial and Dominion governments.’’43 
Under the 1938 unemployment relief legislation, no 
appropriation was made by the Dominion specific- 
ally for relief works under the Department of 
Labour as heretofore. Appropriations were made 
for public works in other federal departments, how- 
ever, to stimulate employment. These funds are 
being spent under agreements with the provinces 
by which the Dominion shares in the cost of pro- 
vincial projects. 


42 Luella Gettys, op. cit., p. 157. 


ey Final Report of the National Employment Commission, 
p. 30. 


One of the greatest weaknesses of grants-in-aid 
for the relief of the unemployed has been the seem- 
ing impossibility of finding satisfactory basis for 
the grants. At first, the Dominion undertook to 
meet a percentage of relief expenditures. Under 
this system, the Dominion never knew what its 
liability might be; and no restraint was placed on 
the expenditures of other governments. In 1934, 
the monthly grant-in-aid based on the size of the 
problem and the financial ability of the province to 
meet it, was introduced. On paper this looked like 
a most equitable principle but it was not workable. 
It is difficult politically to discriminate between 
provinces, and in any case, how could one tell what 
the financial ability of a province to meet its relief 
problem was without examining its whole structure 
of taxation, revenue and expenditures? Province A, 
for instance, might show a surplus, but it could 
argue that Province B, which showed a deficit, 
could also show a surplus if it only taxed as exten- 
sively and as heavily as A. Under the present 
system, the Dominion again pays a percentage, but 
a Maximum amount is stipulated beyond which the 
Dominion will not contribute. 

This system does not overcome the haggling 
between governments which has been the bane of 
grants-in-aid for relief from the beginning. Con- 
sidering the large liabilities involved, it means a 
great deal to the other governments if they can 
persuade the Dominion to assume more of the 
burden. The meetings between Dominion and 
provincial representatives are therefore inherently 
productive of discord and, as frequent meetings 
are necessary, a source of chronic friction is created. 
Further ill-will is caused by a natural tendency of 
municipal politicians to blame relief inadequacies 
and high taxation on the niggardly policy of the 
province and Dominion, and of the province to 
blame the Dominion. 

It is apparent from the foregoing that a 
tremendous amount of time and energy is taken 
up under the present system in simply apportion- 
ing the costs of relief. There is a tendency for 
attention to become concentrated on this point to 
the detriment of other important matters such as 
attacking the causes of unemployment and facing 
the great job of rehabilitation left by eight years 
of depression. 

The system of divided authority and Dominion 
grants also leaves the way open for outright 
political manipulation as between a province and 
the Dominion and thus imposes an additional 
strain on the fabric of federalism. <A given 
provincial government, for instance, may win 


favour with its electorate by approaching the 
Dominion government with an ambitious scheme 
of work relief knowing full well that the Dominion 
cannot agree because every province would demand 
the same sort of program and the cost would be 
too great. For such reasons there would be grave 
dangers in the Dominion assuming responsibility 
for the relief of the able-bodied unemployed unless 
it also had jurisdiction over unemployment insur- 
ance and the employment service. The possi- 
bilities of unfairly manipulating people on to 
Dominion unemployment aid would be too great. 

It is apparent that the present system of 
grants-in-aid for the relief of the unemployed has 
placed great strains on the Canadian federal system. 
The conclusion of the National Employment 
Commission regarding unemployment aid, “that 
money will be wasted unless accompanied by 
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administrative control ’£4 sounds simple, but it is 
so difficult to work out that the National Employ- 
ment Commission recommended Dominion assump- 
tion of exclusive responsibility for the relief of the 
able-bodied unemployed. The alternative, recom- 
mended in the dissenting memorandum, is the 
imposition of “proper controls and supervision”45 
on Dominion grants-in-aid. The questions to be 
decided are (a) to what extent is the imposition of 
proper controls and supervision politically possible? 
(6) if proper controls and supervision are imposed 
on the province and municipalities is there not in 
fact a fundamental infringement on provincial 
autonomy? 

447bid., p. 27. In so far as unemployment relief may be regarded 
as a big business, it is obvious that no business enterprise could 
be run on the basis of divided authority, lack of effective controls 
over operating parts and lack of unified direction. 


45Final report of the National Employment Commission, 
p. 50. 


CuHaptTer IV 


PUBLIC ASSISTANCE OTHER THAN UNEMPLOYMENT RELIEF 


The chief forms of public assistance in Canada 
other than unemployment relief are old age 
pensions, pensions for the blind, mothers’ allow- 
ances, child protection, hospitalization, institu- 
tional care, and outdoor relief or poor relief. Like 
the other social services, these are within the 
jurisdiction of the provinces, and they in turn have 
in some cases passed responsibility on to the 
municipalities. The Dominion participates only in 
pensions for the aged and the blind. 


1. Otp AcE PENSIONS 


The Canadian non-contributory system of old 
age pensions has been dealt with in Part II of this 
study; therefore a few points only need be con- 
sidered here. When the Old Age Pensions Act was 
passed in 1927, it was regarded as a_ possible 
precedent for Dominion participation in the social 
services. The device of offering grants to any 
province that established old age pensions appeared 
to get around the constitutional bar to Dominion 
action and at the same time overcame provincial 
objections that they did not have sufficient revenue 
for additional social services. It seemed a technique 
that could be used for other social legislation, 
especially, as it was effective in getting all the 
provinces to act. Intervening experience has 
revealed flaws in this system, however, and it is 
probably fair to state that both Dominion and 
provincial governments feel that it would be better 
for one or the other to have complete jurisdiction 
and, if necessary, added financial resources to carry 
out its responsibilities.46 

An interesting feature of Canadian experience in 
this field has been the tendency for central govern- 
ments by common consent to assume greater 
financial responsibilities. The Dominion Parlia- 
ment commenced by undertaking 50 per cent of 
the cost, but increased this to 75 per cent in 1931 


46 See Chapter 5, Conditional Grants for Old Age Pensions. 


under the pressure of the other jurisdictions. 
Similarly, there has been a marked tendency 
towards the provincial governments assuming the 
remainder of the costs where previously the 
municipal governments had to bear part at least 
of the burden. Municipalities now contribute to 
old age pensions only in Alberta. 

Table 10 gives the financial statistics for old age 
pensions, province by province, since the inception 
of the scheme. The most striking aspect of these 
figures, their consistent growth year by year, has 
been commented on in the section on Social 
Insurance (Part II of this study) as indicating a 
need for contributory pensions. 


2. PENSIONS FOR THE BLIND 


The Old Age Pensions Act was amended in 1937 
to provide for the payment of pensions to blind 
persons who had reached the age of forty and who 
satisfied the conditions of the Act and its regula- 
tions. The Dominion will pay 75 per cent of the 
cost of these pensions. The maximum pension 
allowed by the Act is $240 except where two blind 
people are married, in which case it is $120 each. 
This maximum pension is the same as for the aged, 
but there is a difference between the two systems 
in the amount of outside income allowed. In the 
case of blind persons, an unmarried person or a 


_- widower without a child or a widow without a 
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child are allowed $200 private income a year; while 
a married person or a widower with a child or a 
widow with a child is allowed $400 a year. An 
old age pensioner is allowed a private income of 
only $125 per year before reductions are made in 
his pension. In allowing these differences, the Act 
recognizes that blind persons as a rule require 
special assistance and therefore need greater income 
than the aged. It should be noted, however, that 
the Act assumes that all blind persons have outside 
income because the actual maximum pension 
allowed is the same for the blind as for the aged. 
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TABLE 10 


Financial Statistics Regarding Old Age Pensions in Canada, Province by Province, 1927-1936, (*) Fiscal year ending nearest March 31 
(Thousands of Dollars) 
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TABLE 10—Concluded 
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(*) Based on the Public Accounts Inquiry of the Royal Commission on Dominion-Provincial Relations. 


Table 11 shows the number of blind pensioners National Institute for the Blind estimates that the 
and the average monthly pension in the provinces total cost of pensions throughout Canada will be 
during the fiscal year 1937-38; also the amount of $600,000 per annum, of which the Dominion share 
the Dominion’s contributions to the provinces for will be $450,000. It should be realized, however, 


the quarterly period January 1 to March 31, 1938, 
and for the fiscal year 1937-38. The Dominion’s 
contribution for the last fiscal year is not, of course, 
indicative of its future liabilities because agree- 
ments were not concluded with the provinces until 
well on into the year. On the basis of the last quar- 


that these sums do not represent a net increase in 
governmental expenditures since a not insignificant 
proportion will take the place of mothers’ allow- 
ances, municipal relief and institutional care. 
Private philanthropy will also be superseded, which 


ter, we get an annual Dominion contribution of will be freed in part for an enlarged epee a of 
$448,397.44, but even this is probably lower than the training along vocational and occupational lines. 
amount the Dominion will be liable for when the To the extent that blind persons gain their own 
scheme has been in operation longer. The Canadian living, their need for pensions will diminish. 

TasLE 11 


Financial and Statistical Summary of Pensions for Blind Persons in Canada as at. March 31, 1938. (*) 
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(*) From the Dominion Department of Finance’s Report on the Administration of Old Age Pensions in Canada, 1938. 


3. Moruers’ ALLOWANCES 


Starting with Manitoba in 1916 and Saskatche- 
wan in 1917, six provinces have provided for 
mothers’ allowances. Quebec has a Mothers’ Allow- 
ance Act on the statute books, and the Minister of 
Labour has announced that a system will be in 
operation before the end of 1938.47 New Bruns- 
wick and Prince Edward Island do not provide 
allowances. The purpose of mothers’ allowances is 
really to look after dependent children where the 
male wage-earner has died or (in some provinces) 
been incapacitated. It is considered good social 
policy for the state to take care of its future citizens 
in this way. This being the case some of the differ- 
ences between provinces regarding qualification for 
allowances are beside the point as they hinge upon 
the condition of a parent when obviously the need 
of the child is the same regardless of technicalities 
relating to the parent. For instance, British Colum- 
bia gives a mother’s allowance to a wife whose hus- 
band is totally incapacitated, or has tuberculosis, or 
is in a hospital for the insane, or is an inmate of a 
penitentiary in Canada; Ontario gives an allowance 
under most of these conditions; while Nova Scotia 
recognizes none of them. Similar differences pre- 
vail regarding desertion, divorced wives and un- 
married mothers.48 

All the provinces except Alberta require naturali- 
zation. Substantial differences exist in the amount 
of the allowance. There is usually a prescribed 
maximum allowance for the widow and each child, 
but in Manitoba a budget system is used which has 
a better chance of meeting the real needs of the 
family. The provinces are in the following order 
on the basis of the generosity of their allowances— 
Manitoba, Alberta, British Columbia, Ontario, 
Nova Scotia and Saskatchewan. This order appears 
to have no particular relationship to regional differ- 
ences in the cost of living. 

Alberta requires the municipality to pay 50 per 
cent of the cost of the allowance and is the only 
province not paying the whole cost out of the pro- 
vincial treasury. British Columbia and Ontario, 
however, just recently relieved municipalities of a 
share of the cost. 

To sum up, needy widows and wives with de- 
pendent children fare very differently in Canada 
according to which province they live in. Two 

47 The Montreal Star, August 15, 1938. 


j i rovinci ystems in summary 
48 For the details of the various provincial system: I 
form see Mothers’ Allowances, The Canadian Welfare Council. 
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provinees give no allowances at all and in the others 
there are marked variations in the qualifications for 
and the amounts of allowances. Inter-provincial 
reciprocal agreements for the payment of allow- 
ances are practically non-existent, Ontario and Sas- 
katchewan being the only provinces to have such 
an arrangement. 

Table 12 gives the total and per capita amount 
of money spent by each province annually on 
mothers’ allowances. 


TABLE 12 


Financial Statistics Regerding Mothers’ Allowances in Canada, Province by 
Province, (*) Fiscal Year ending nearest March 31 


(Thousands of Dollars) 
—————————oorwrwrwraa———— ee 
Allow- i. Per : Paid by 
Adminis- Paid by a 
Year ances . Total Capita . Munici- 
Paid tration (Dollars) Provinces palities 
Nova Scoria 
Se ee Ee ER 
ORT icp teks natenlate 311 22 333 65 Bee lsascamae 
AS, Sea ne hy, 331 17 348 67 ee BEMIS a 
TORO conten aaa ee 342 16 358 69 ee Serpe 
1934... eae 356 at] 371 ‘71 7+ a) RSPR 
1935... es 414 13 427 “81 a Se Rae 
MBOU co. oh acne 364 13 377 -70 SA Sesees kann 
eh a ee ee a 
ONTARIO 
ee a ee Ae SE eA a 
: 73 1,950 62 1,111 839 
: 77 2,268 +69 1,289 979 
78 2,385 ‘72 1,287 1,098 
&4 2,415 ‘71 1,368 1,047 
86 2,668 +78 1,487 1,181 
83 2,772 80 1,538 i, 
82 2,888 81 1,602 1,286 
81 3,111 86 1,725 I, 
80 4,030 1-10 2,217 1,813 
85 4,671 1-27 2,505 2,106 


MANITOBA 


(*) Based on the Public Accounts Inquiry of the Royal Commission on Dominion- 
Provincial Relations. 
(>) Cost of Administration in Manitoba includes Child Welfare. 


TABLE 12—(Concluded) 


Financial Statistics Regarding Mothers’ Allowances in Canada, Province by 
rovince, (*) Fiscal Year ending nearest March 31 


(Thousands of Dollars) 
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Year ances H Total Capita ‘ Munici- 
Paid . | eeee (Dollars) | ¥FOV9°¢S| palities 
ALBERTA 


(*) Based on the Public Accounts Inquiry of the Royal Com mission on Dominion 
Provincial Relations. 


(©) Cost of Administration in Manitoba includes Child Welfare. 


(©) During the years 1931-1936 inclusive, the municipalities shared in the cost of 
mothers’ allowances but the province assumed the whole cost again in 1937. For the 
years 1932 to 1934 inclusive, it is impossible to separate administration for mothers’ 
allowances from administration under the Infants’ Act; the Destitute, Poor and Sick 
Vote and the Burial of Indigents’ Vote. Since 1935, it is impossible to separate the 
substantial part of the cost of administering mothers’ allowances that has been carried 
by the Welfare Field Service, a generalized service of the Provincial Secretary's 

epartment, 


In some of the provinces payments decreased 
during the middle depression years when they 
would normally be expected to rise. This was 
largely the result of decreasing the scale of allow- 
ances. In some cases, persons technically qualified 
for mothers’ allowances were probably granted un- 
employment relief instead, it being the less expen- 
sive form of assistance for the provinces and muni-— 
cipalities. 

It can be seen that the cost of mothers’ allow- 
ances is considerable, amounting to slightly more 
than $7 million (exclusive of administration) in 
1936 for the six provinces. Nova Scotia and Prince 
Edward Island have proposed that the Dominion 
assume full financial and administrative responsi- 
bility for this service, and New Brunswick, which 
states that it has been financially unable to provide 
mothers’ allowances, suggests that the Dominion 
participate in the cost, as in old age pensions. 
Mothers’ allowances, involving as they do personal 
investigation and contact with each family, have 
often been regarded as a type of service best suited 
to local administration. It is to be noted, however, 
that provincial administration prevails in most of 
the provinces and seems to be functioning smoothly. 


This raises the implication that the important fac. 
tor is competent personnel and not the unit of 
administration. In other countries, relief has been 
given to public exchequers by the introduction of 
national widows’ and orphans’ insurance in connec-. 
tion with a system of contributory social insur- 
ance.49 As an example of the inter-relation of the: 
social services, it may be stated more broadly that. 
in so far as other social services are introduced 
(social insurance) or become more efficient (public 
health) the cost of mothers’ allowances will be 
reduced. 
4, CHILD CARE 


The protection and placement of neglected and 
dependent children are the subject of provincial. 
legislation. The Children’s Protection Act, 1930, 
of New Brunswick, has not been proclaimed in 
force. In all these provinces but Alberta, responsi- 
bility is given to a peculiarly Canadian institution, 
the Children’s Aid Society, although the provincial 
organization administers the legislation in areas 
where no Children’s Aid Society exists. “The 
Children’s Aid Society is essentially a voluntary 
association of philanthropically minded citizens, 
which must, however, have permission to operate 
through a charter granted by the provincial govern- 
ment, and which is subject to inspection and super- 
vision by the public authority. Upon the Children’s. 
Aid Society, once established within any local area, 
the responsibility for child protection within that 
area is placed, the provincial official or public 
authority exercising supervision, and acting directly 
only within any area not served by a recognized 
Children’s Aid Society, or in respect to children 
with no established residence or settlement within 
any such area.”50 In Alberta, a branch of the pro- 
vincial government directly administers child pro- 
tection services for the whole Province. 

Recent developments in Quebec indicate that a 
system similar to the Children’s Aid Societies 
will be established there. The “ Commission des 
Assurances Sociales,” appointed in 1931, recom- 
mended that child welfare associations be created 
in Quebec in cities of 25,000 or more, after the 
pattern of the Children’s Aid Societies. Although 
no legislation similar to the Children’s Protec- 
tion Acts has been passed, in 1937 the “ Société 
d’Adoption et de Protection de l’Enfance” was 
organized in Montreal. Legally incorporated and 
subsidized by the Bureau of Public Charities, this or- 


49See Part II of this study, p. 73, et seg. 


5 50 arr tetas iL ae by bogie or Welfare Council 
in response to a questionnaire issue the Chil sé 
mittee of the League of Nations, 1935. me dice 


ganization provides for the placing of children with- 
out kin, and in a general way looks after destitute 
children. It is expected that similar societies will 
soon be formed outside Montreal. The Protestant 
population of Montreal has for some time had 
children’s aid societies but they are not strictly 
comparable with those of the other provinces be- 
cause they do not operate under provincial legis- 
lation. 

The chief expense under Children’s Aid Societies 
arises through children being declared “ wards,” 
whereby through regular judicial procedure, the 
‘child is removed from parental guardianship (if it 
is proven deficient within statutory definition) and 
transferred temporarily (for twelve months) or per- 
manently (until 21 years of age) to the legal 
custody of the Children’s Aid Society. The child is 
then usually placed in a private foster home where 
he receives the benefits of normal family life. In 
all the provinces but New Brunswick and Prince 
Edward Island (where payments by the municipali- 
‘ties are permissive and not mandatory) the muni- 
«ipality of the child’s residence is liable for his 
maintenance as a ward at a stipulated rate. In 
Nova Scotia this rate is shared between province 
and municipality. 

There are about 90 Children’s Aid Societies in 
Canada, 53 of which are in Ontario. They range 
from poor to excellent; Ontario, Manitoba and 
British Columbia are doing most to improve 
standards. Table 14, showing the number of chil- 
dren in the care of Children’s Aid Societies in the 
‘various provinces in 1931, reflects the unevenness 
among the provinces. The service is an expanding 
one and will probably entail increased expenditures 
in the future. 

Statistics on municipal expenditures are not gen- 
erally available, but in Ontario for the fiscal year 
ending March 31, 1937, they were $900,000. 

Table 13 gives the history of provincial expendi- 
tures under legislation for the protection of children. 
‘The Child Family Placement Service of Quebec is 
different from the legislation just described; it is 
concerned with placing urban children of tubercular 
parents in rural families. 
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As far as intergovernmental relations are con- 
cerned there has been no suggestion that the 
Dominion assume the cost of children’s protection, 
but the municipalities have agitated continually for 
provincial assumption of their share of the cost. 

Private welfare agencies have pressed for an 
extension of children’s aid facilities especially in 
some provinces where the Service is undoubtedly 
poor. They point out that the work of the Chil- 
dren’s Aid Societies is not only desirable socially in 
that it produces good citizens, but that it saves the 
state expenditures in other directions, particularly 
for crime and unémployability. Statistics show for 
instance that a large percentage of criminals are 
bred in undesirable homes. A well-developed sys- 
tem of children’s aid societies, by seeing that these 
neglected children are made wards and put in 
normal family surroundings, does a valuable job in 
bringing up potential criminals and drifters as use- 
ful members of society. Against the costs of chil- 
dren’s protection work, therefore, must be set state 
savings in expenditures on crime and various forms 
of public assistance. Some provinces and munici- 
palities feel, however, that despite these important 
long-run considerations, they cannot expand chil- 
dren’s protection work to the desirable degree 
because of the immediate financial outlays involved. 
From this point of view, the problem does intrude 
upon the intergovernmental field. 

The other state-aided service for the care and 
protection of children is children’s homes or orphan- 
ages. Here the child is admitted to the institution 
on the request of a parent or guardian. In the 
English-speaking provinces, this type of care is 
giving way to the procedure of the Children’s Aid 
Society because of the feeling that the child benefits 
by being brought up in healthy family surround- 
ings. Quebec has the greatest development of 
homes and orphanages chiefly in connection with 
the Roman Catholic Church. Table 14 gives the 
number of children in Children’s Aid Societies, 
orphanages and other institutions, province by prov- 
ince, for the census year of 1931. There were more 
children in orphanages in Quebec (6,185) than in 
the rest of Canada (4,994). 


TABLE 13 


Provincial Expenditures for Child Welfare Over a Period of Years (*) 
(Thousands of Dollars) 


wari te 1913 1921 1926 1929 1933 1935 1936: 
Prince Epwarp IsLanp— 
Children's ‘Aid Bouleties 2. 0. Ae a en 6 5 1-2 1-5 1-5 1-5 1-5 
Grants $0: OrpbSnagen §..0stee takai ac ss ais cele es ee eae +2 1-0 1-0 2-5 3-2 3-2 3-2 
8 1 2 4-0 4. 4. 
Nova Scorra— 
Children’s Aid Societies and Orphanages...............0/occccccclececeees 36 63 67 89 83 
A GIN GALOIS 8 cays.0 sake caer SALI ae ee oe a 14 13 17 18 16 
b SAE La ee 50 76 84 107 99 
New Brunswick— 
Children’s ‘Protection Act. os. 4ceick ie ae ee eee. 5 5 3 5 5 6 
QuEBEC— ‘ ; 
Orphanages and Industrial Schools (Public Charities Act)...|,.......|.....esclecceeees 74 151 183 198 
Child Family Placement ‘Service:20., -1.5 cece c ce te meeieelee ccc. | En inteeee UBT. eee 50 53 48 
74 201 236 246 
ONTARIO— 
Orphanages and Children’s Homes.................. Rae 19 ‘lakers 46 50 58 43 52 
Children's Ald Booeviess wt.400. os Goce dois ki Wshueie ee eee 67 66 1 1 20 63 78 
Boarded out children. VG. «308. 5 eee Ren Oe. ssc LPO CTL CCR eee ees ek ay 4 4 
86 66 47 51 85 110 134 
MANITOBA— 
Grants to: Orphangres si: 4. ayg.ca cide PRG IDIER DR ADR 13 26 25 30 14 16 AZ, 
Children’s Aid Soctetiesty.e:-),<0.20 Nuc sneer a ate een een eu)... 34 15 21 17 18 18 
Neglected children. i/7i yen se. dacu sre acumen atte ae 20) || Piece plod berate Seg stots etapa do's’. ake sae peay mee, ERI | ea 
33 60 40 51 31 34 35 
SasKATCHEWAN— 
Homes for neglected children’ i..t.\).faetie setian eee eae ne cel etae «oc lee oe A ees Sails ah eS spas sist A. a< Sed Maes chavs < cleat 
Ohild Welfare: Ab. 3oes caces ae. oe cee ee 8 26 25 38 28 32 37 
Grants tolOrphanages sii. sis 0aiit fc sais ceed vate lees. 5 4 ti Kae C See MAL ih Pete al ereer ee a 
AGMINisttationii ct iss .d oh) tobe eric ioe ee ern cen Mee 8 38 53 64 37 44 45 
16 69 lil 106 65 76 82 
ALBERTA— 
Children’s ‘Aid Societies}. kis? s iat otc aerate. ee 24 73 72 108 47 49 54 
(Srants $0, Orphansges bacco ences ae eee ce oe. 2 3 4 4 4 4 
Administration (including administration of mothers’ 
allowances): 2 2% < fee. eR eae Le ae 14 30 22 26 25 21 19 
38 | 105 97 | 133 76 74 Ti 
Paid iby Provinces... ae devieoic st eis ee 38 96 90 115 72 67 59 
Paid by Municipalities (Child Welfare Act).............-|.....04 9 i 18 4 7 18 
British CotumBla— 
Orphanages and Children’s Homes................-000-- 99 164 118 129 63 56 53 
Children’s Aid’ Societies:),./AG4ee. = 1.4 «coe ee ee 26 36 88 59 60 68 
ACGMIDIStAPION. < 1:020 sarscte ee Weteelee sis 5/56 ale ee I rere ee Ghia 4 7 Cm) Ob. eee, 
99 194 161 223 122 116 121 


(*) Figures from the Public Accounts Inquiry of the Royal Commission on Dominion-Provincial Relations. 


TABLE 14 


Children Under Care in Children’s Aid Societies h ituti 
Sritee te eee oF poanees and other Institutions, 


> <i Lt (ca a in oe 


Homes tirenil pet 
f r GC ’ uvenl e 10ns tor 
Ar; Adults | Orphan- ice vate Immigra-| deaf, ed Total 
and Hees Societies tion, dumb seri ps 
Children Societies | and os 
blind 
re Le sshamaes ie aS ; VAN oe Seed needa Oe eae eel 227 
433 234 284 
B 61 510 308 ZB Ce oeticct een. ef ? 373 
Que...... 3,866 6,185 228 2,293 08 1,961 15,241 
Ont.t28, 832 1,819 9,644 2,986 441 382 16, 104 
Man...... 95 871 1,744 8 175 81 3,153 
Saskisitet. bicicccs ec 222 261 DEINE Se | ate 765 
Alta... 7c. 122 348 151 Sa ee Ad ae ili Sle 749 
BC wies. 52 537 736 63 79 59 1,526 


———_$| ei 
—<—_—__|—____. 


Total... 5,330 11,179 14, 607 6,466 1,687 2,513 41,782 
(a) Census of 1931, Vol. IX, p. 271. 


Provincial grants to orphanages or children’s 
homes are shown in Table 13. 


5. HosprraizATIon 


All the provinces have legislation providing for 
grants to hospitals and for the hospitalization of 
indigent patients. The statutory allowances run 
into considerable sums of money for both provincial 


47 


and municipal governments. Table 15 gives pro- 
vincial expenditures on general hospitals over a 
period of years. The most interesting aspects of 
the table, outside of the size of the sums, are the 
lowness of the grant in New Brunswick in com- 
parison with Nova Scotia and the height of the 
grant in British Columbia in comparison with the 
other western provinces. The provincial grant in 
New Brunswick differs from that of most of the 
other provinces in being on a lump sum rather than 
a per diem basis. The hospitals have been pressing 
for a change to a per diem basis for some time, The 
lump sum does not take into account the sharp 
increase of indigent patients because of unemploy- 
ment. The basis of hospital grants differs markedly 
as between the provinces. The statutory require- 
ments for both provincial and municipal govern- 
ments are set out in Appendix IV. The net pro- 
vincial expenditures for tuberculosis and mental 
illness are given in the study on Public Health. 
Expenditures on tuberculosis are there summarized 
in Table 4, p. 24, and expenditures on mental illness 
in Table 14, p. 46. 


TABLE 15 


Provincial Expenditures on General Hospitals (*) (As at fiscal year ending nearest to December 31st) 
(Thousands of Dollars) 


1929 1931 1932 1933 1935 1936 
6 6 6 6 9 9 
63c 63c. 6ic 6ic 9#c. 9ic 
84 73 48 50 65 51 
60 68 71 83 120 114 
144 141 | 119 133 185 165 
28c. 27c. 23c. 254. 35c. 3lc. 
28 28 20 20 21 20 
Tec we. 5e 5c 5e. 4c 
352 617 845 1,103 1,769 1,359 
13c. 21c. 29c. 37c. 58c. 44c, 


=== SSS SS OSE 


a 1927 
Prince Epwarp IsLanpD— 
TAN USIATOLASSISCAIICE ifs cis, cisrnloue dielors a so felnre.e vie,01aysiey0 6 
ICT ARCANE «ogee ee MENS ci ota « écalate oua%e\o.clahevas ise 6 ic. 
Nova Scorra— ; ee 
Victoria General Hospital..........+0++++s+eeeeeee ra 
Grants to Local Hospitals...........2.seccessseees 
Theoret sf 5 25 Soca Sener ac a OCP OIIDCIae OM One ace 144 
1202 (CETUS a) SERIO D0 GIDE ODI Or SCaaeOoot a ouOn 28ce. 
New Brunswick— v 
(CORI. 6 7 ee eo ee cU one send ce ain 
3 
PROMO ADI ile cients in o< scien eine wisn os Caan pase ee 2éc. 
QuEBEC— ie 
Public Charities Fund— b18 
General Hospitals.........+--eseesreeerceeees 
8c. 
Peer athe cigs sic s+ sine > SSS S seed + + ee <8 
CHP EET: ET BO vente 701 
General Hospitals.........--+--+ssscrettt? 
22¢. 


Paar Chateltsy. . .farsiaiv' © sex 514s Rowe HM «TY 


(*) In some cases small items may be included which are not attributable to 


949 1,054 1,112 1,059 1,333 1,353 


en 


28c. 3lc. 32¢. 30c. 36c. 37c. 


general hospitals. 


Taste 15—(Concluded) 


Provincial Expenditures on General Hospitals (*) (As at fiscal year ending nearest to 31st December) 
(Thousands of Dollars) 


— 1927 1929 1931 1932 1933 1935 1936 
Maniropa— 5 ; 
Hospital Aid in Unorganized Territory.............Jese+seee- 67 95 95 95 94 94 
Statutory and Special Grants ()...........--eeeees 308 412 391 381 373 396 424 
AD ObBL eit fovea na Ceres Ad tok vi clebholte re wee 308 479 486 476 468 490 518 
Par Capitiicecc 5 says 9s cbanieurastaa wince sini c«senrtertrtis 47c. 71c 69c 67¢ 66c. 69c 73¢ 
SasKATCHEWAN— 
Grants Sites fA SSE, Se Se Se 301 376 326 311 320 383 415 
Per Capitaine oasis ccywicieis aoe cis sia alto eeenyers oe 36c 42c 35c 33¢ 34c. 4lc 44c 
ALBERTA— 
Grants sale. 42 cee a. SRS EAS ee pee 513 431 438 421 403 475 468 
University Hospital Deficit. 2.01.56 << </o,sicieie ine igin| “eisai: @1<\| +16 «laine sialn 18 41 34 15 4 
Miscellaneous ci5 sisi eiciarenrc ini ively oye ele lecehslsiateieneamne 9 WAN So scree sl eiae sts cles] so eae Meee] she mae as top me aie es 
PPOtall «sw stuiaeroes ys asl epsous “Pub outs siete ee emer 522 445 456 462 437 490 472 
Per Capita.g)cceaiew ve ssie o/Sorelece « s Ndimehie oe See ae 82c 65c 62c 62c 58c 64c 6le 
British CoLuMBIA— 
Statutory and Special Grants...........-+++++--0-- 802 991 886 806 574 949 1,073 
Per Capita Jager tenor « cies s,s ae eke ele ante tes $1 28 $1 50 $1 28 $1 14 80c $1 29 $1 43 


(*) Grants to the Sanatorium Board for tuberculosis are included because not segregable. 


The cost of hospitalization to the municipalities 
is a heavy one. Complete statistics are not avail- 
able, but the figures for British Columbia and 
Ontario will be given by way of example. In 
British Columbia, municipal grants to general 
hospitals for the period 1930 to 1936 were as 
follows:—51 


1980. Shatin aN eee Con cer er mes teen ea em OOO, UUU 
188 ches dest eek oie a ee yee asa IL 
1932 AR oh Spee alc etree ae) Pare mes COU 
TIS Se loss” AY Cee te. TaD 
pe ie aA ees eve SHE de adores, ee lI 
TORG Ld. ca Fs As Bide s SP oe Se Ren 
OGG ca cae coal teenie ve Vi le eotehie segeeerane 


Table 16 gives municipal payments in Ontario to 
general hospitals, tuberculosis sanatoria and homes 
for incurables, respectively, for the period 1927-37. 


51 These figures are exclusive of certain extraordinary pay- 
ments by municipalities to meet hospital deficits, which, in the 
year 1936, amounted to at least $100,000. 


TABLE 16 


Municipal Payments in Ontario to General Hospitals, Tuberculosis Sanatoria and 
Homes for Incurables, 1927-37 (*) 


($ 000) 

General Homes for | Tuberculosis 

Year Hospitals (6) | Incurables Sanatoria 

MGA iisi sete g Bet eisteicinemcelcisinins atecnine vss.’ 1,311 199 681 

1,455 205 842 

1,635 265 678 

1,858 286 8 

1,989 311 919 

2,413 338 1,031 

2,945 362 1,215 

3" 182 its 1348 

, 1,348 

DR vcutanis te lote oleate craierain Cis inh co SWa:s 3,042 394 356 
TU catia canta retcs'e as's Kp riewiaing ain wis Cus u's 3,061 405 1,318 (¢) 


) From the Submission of the province of Ontario. 


a 
e) Includes Red Cross and Convalescent Hospitals. 


°) Full cost of tubercular patients to be borne by Province in 1938-39. 


The heavy cost of the various types of hospitali- 
zation has caused a persistent agitation on the part 
of municipalities to be relieved of these obligations. 
The provinces have, in fact, gone a good way in the 
direction of relieving the municipalities of all 
charges except those for general hospitals, the 
action of Ontario regarding tuberculosis being the 
most notable recent example of this trend. Apart 
from financial considerations such a policy is 
desirable from the point of view of public health, 


a 


especially in fields like tuberculosis and mental 
health where so much preventive work can be done. 
As we have already seen,°2 in Nova Scotia and New 
Brunswick, both provinces with a high rate of tuber- 
culosis, probably the major cause is the fact that 
the municipalities with the highest rates are also 
the poorest and can neither afford the cost of proper 
treatment, nor the cost of prevention. The provin- 
cial governments, on the other hand, feel that their 
financial situation does not justify relieving the 
municipalities of these costs. In the field of mental 
illness, where the provinces have generally assumed 
total responsibility, far from embarking on an ad- 
mittedly desirable program of prevention most of 
the provinces cannot meet the costs of adequate 
institutional space.53 — Short-run financial factors 
are therefore standing in the way both of the social 
problem and of long-run financial considerations. 
It is not usually suggested that the situation be 
resolved by the Dominion assuming functional 
responsibilities in these matters. The suggestions 
most often advanced are, first, that the Dominion 
give grants (conditional or otherwise) which the 
provinces can use in part to give relief to the muni- 
cipalities; second, that the Dominion relieve the 
provinces and municipalities of other burdens 
which will free provincial funds for these fields. 


6. Poor REeurier 


Poor relief, or outdoor aid to needy unemploy- 
ables, has traditionally been the responsibility of 
the local governments and this is true of practic- 
ally all countries. These cases often require indi- 
vidual attention for proper treatment and hence 
responsibility for them is not susceptible to centrali- 
zation. However, it is probable that the burden of 
unemployability is much greater now than in 
previous times. The active age groups of the popu- 
lation are relatively less numerous now, as the old 
age pensions statistics show, and the effect of eight 
years of depression must inevitably have caused a 
considerable deterioration of the working force of 
the country. It seems certain that an important 


52 See A. E. Grauer, Public Health, p. 21. 
58 See A. E. Grauer, Public Health, p. 43 et seq. 
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percentage of those long unemployed will be unem- 
ployable, at least without the help of rehabilitation 
measures. Unfortunately, it is impossible to be 
precise about the number of unemployables in 
Canada because they have become swallowed up by 
“unemployment relief.’ The National Registra- 
tion is dependent upon the reports of the provinces 
and they differ widely in their interpretation of 
“unemployable.”54 It is probable that the number 
of unemployables is now so large as to be a heavy 
burden for some municipalities, even if they were 
relieved of relief for the able-bodied unemployed. 
There would appear to be a case, therefore, either 
for a liberal interpretation by the employment 
service of what constitutes unemployability, or, for 
some sort of equalization of the burden of relief for 
unemployables, which would presumably be a pro- 
vincial matter. The National Employment Com- 
mission suggested that the Dominion could help 
the situation by contributing towards the cost of 
particular rehabilitation or training projects “ when 
need exists as at present, or as it may in similar 
future periods of economic stress.”55 


7. OrHER CusropraL CarE 


Institutional care for the deaf, dumb, blind, in- 
curables and infirm need be mentioned only for 
the sake of completeness. It does not involve 
large sums of money and there is no question of it 
being a function that might be shifted to the 
Dominion Parliament. Although it is impossible 
to get complete financial statistics, expenditures 
run roughly as follows per year, including grants to 
charitable organizations:— 


Below $-50,000)....0..0005000 Prince Edward Island, 
New Brunswick, 
Nova Scotia, 


Alberta, 
Below Sl00000:.2..+ sacs es Saskatchewan, 
Below $150,0005 005» «ssersaeis Manitoba, 

British Columbia, 
Below $500,000.......ssscee- Quebec, 

Ontario. 


54 See Chapter 2, p. 13. 4 tb 
55 Final Report of the National Employment Commission, p. 39. 


CHAPTER V 


CONDITIONAL GRANTS FOR OLD AGE PENSIONS 


The Old Age Pensions Act lays down the qualifi- 
cations for pensioners and the conditions governing 
the amount of the pension, and authorizes the 
Governor in Council to make regulations. The 
relationships between governments that were estab- 
lished in setting up the administrative system under 
this Act are described by Professor Corry.5® In 
brief, the provincial plan of administration must 
be approved by the Dominion; the provincial pen- 
sion authority then administers the grant within 
the meaning of the Act and its regulations and 
subject to Dominion audit. 

Despite the permanent nature of the grant, the 
Dominion did not attempt to set up any control 
other than audit control. There was no attempt to 
insist on uniform or specific types of organization, 
procedures were not laid down and no standards for 
personnel were set. This was in keeping with 
general Dominion policy regarding the administra- 
tion of conditional grants and is attributable 
largely to a fear of being accused of encroaching 
upon provincial constitutional territory. As a 
result provincial practices became anything but 
uniform and embraced instances of fraud and gross 
incompetence.57 In most cases, however, dispari- 
ties between the provinces were based upon honest 
differences of opinion as to the interpretation of 
highly elusive terms like “residence” and “income,” 
which have to date defied conclusive definition. 

When the grants were first made, little attention 
was paid to the appointment of qualified personnel 
or to the training of staff after appointment. There 
are considerable differences between provinces in 
the extent to which political considerations have 
entered into the appointment of personnel and the 
administration of the Act, and in so far as appoint- 
ments are political it is obviously impossible to 
build up a trained permanent staff. In some prov- 
inces members of the legislature do not attempt to 
influence the decision of the pensions authority 
either before or after it has been made but this 
attitude cannot be said to prevail throughout 
Canada. Provinces also differ considerably in the 
adequacy of their administrative staff. As the 
provinces have to pay the cost of administration 
there is a tendency to try to “save” by cutting 
down on the staff. Until recently some provinces 
left investigation to the municipal authorities. 


56 J. A. Corry, Difficulties of Divided Jurisdiction. 
57 Luella Gettys, op. cit., p. 183. 


Manitoba is the only province that has no inspec- 
torate of its own now; it uses the Retail Credit Com- 
pany. The type of economy that saves on adminis- 
tration (which is often encountered in municipal 
relief administration too) is a false one because it 
means both an inadequate investigation of claims 
and an inability to keep in touch with pensioners 
to see if they remain qualified. Hence larger dis- 
bursements are made for pensions than are legally 
allowable. Quebec seems to be following a wise 
and economical course in setting aside sufficient 
funds for administration (see Table 8) to allow for 
a thoroughgoing check upon applications and pen- 
sioners from the beginning. 

There are distinct possibilities for interprovincial 
friction in the present organization of administra- 
tion, especially with regard to interprovincial pay- 
ments as a result of changes in residence; and this 
problem continues to be one on which provinces 
hold opposing viewpoints. 

There have been powerful financial pressures 
exerted on the Dominion towards obtaining more 
efficient and stricter administration of the grant. 
In the first place, this grant, unlike most others, 
was a continuing one. There was no intention to 
terminate it after a relatively short period of years. 
In the second place, it involved large sums of 
money, much larger in fact than the governments 
had bargained for at the time the Act was passed. 
Irregularities which might be regarded with some 
complacency when dealing with tens of thousands 
of dollars became serious when tens of millions 
were involved. Finally, consistent pressure (which 
still goes on) was brought to bear on the Dominion 
to take over all or a larger part of the liability for 
pensions. This was successful to the extent that in 
1931 the Dominion undertook 75 per cent instead 
of 50 per cent of the total cost. This change made 
the need for efficient administration all the more 
important from the Dominion’s point of view, 
although perhaps less so for the provinces. 

As a result of these pressures, the Dominion ad- 
ministration of old age pensions was reorganized 
under the Department of Finance (1932-35) and a 
considerable improvement of the auditing and 
accounting system effected. With this reorganiza- 
tion of the Dominion administration went a more 
extensive and stricter auditing. Quarterly audits 
of all vouchers and documents relating to each case 
are made by travelling auditors of the Department 


of Finance, and an independent post-audit is made 
by the Auditor-General. These audits do not go 
beyond the documents to an investigation of the 
circumstances of individuals to see whether they 
should have been admitted or not. The provincial 
administrators, therefore, make the decisions regard- 
ing expenditures, although the Dominion puts up 
most of the money. There is no doubt though, 
that the stricter audit of recent years has brought 
about more careful administration in the provinces. 

In an attempt to get more uniformity between 
the provinces in their interpretation of the regula- 
tions under the Old Age Pensions Act and to over- 
come abuses that existed in the administration of 
the Act, the Interprovincial Board, which last met 
at Ottawa in 1930, was revived and met at Ottawa 
in November, 1937. The Board consists of the 
Minister and permanent, officials supervising old 
age pensions from each province and the Dominion. 
It is obvious that the effectiveness of this Board 
depends upon the good-will of its members and the 
skill of the Dominion Minister of Finance, who is 
its Chairman. These are certain to be changing 
qualities. It was unanimously felt that the recent 
meeting of the Board was a most successful one in 
straightening out differences. 

To conclude, the experience of administering con- 
ditional grants for old age pensions may be summed 
up as follows. First, there is no ground for be- 
lieving that the Dominion can exercise effective 
control over the administration of such a grant, 
extending to procedures and personnel, without 
causing grave inter-governmental friction. Cer- 
tainly no attempt has been made to do so. Second, 
the Dominion is in the last analysis, therefore, 
dependent upon the adequacy of the provincial 
administrative set-up and on the integrity and 
good-will of provincial administrators and their 
political superiors. It is in the position of putting 
up funds and having the decisions as to its expendi- 
ture made by another authority, and then having 
its information for a check-up come from the same 
authority. This system did not lead to the efficient 
and economical administration of old age pensions, 
although conditions have improved. Third, with a 
service involving large sums, like old age pensions, 
there is a persistent pressure on the Dominion Par- 
liament to take over all or a greater part of the 
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liability.58 For political reasons, this pressure is 
almost irresistible, as experience has shown. But 
the larger the proportion of the expenditures put 
up by the Dominion the more dangerous the situa- 
tion becomes, as long as the administration of the 
funds rests with the provinces. The door is left 
wide open for political manipulation because a 
province, with little or no liability for meeting costs, 
can either laxly administer the Act for political 
reasons if there is not strict central control, or if there 
is strict central control, can reap political advantage 
by blaming the central government for its illiberal 
policy and for infringing on provincial rights. It 
also gives an effective means for a provincial gov- 
ernment to embarrass the Dominion government if 
the two happen to be at “ outs” for other reasons. 
Finally, it is questionable whether there is com- 
pensating gain to set against these difficulties. If 
one were going to choose an efficient and economical 
way of administering the large sums of money 
involved in old age pensions it would not be a sys- 
tem of divided authority with its duplication of 
administration and costs, its possibilities for mis- 
understanding and friction, and its lack of unified 
control. On the other hand, if the Dominion had 
sole authority over old age pensions it might find it 
impossible for political reasons to maintain the 
differences between the average pensions in prov- 
inces that exist at the present time because of 
differences in regional costs of living. Table 25 in 
Part II shows that the average monthly pension in 
the provinces ranges from $19.18 in British Colum- 
bia to $14.64 in Nova Scotia, $13.68 in New Bruns- 
wick and $10.63 in Prince Edward Island. (On the 
other hand the percentage of pensioners to popula- 
tion over 70 years of age tends to be higher in the 
Maritimes, especially in New Brunswick where the 
percentage is now over 60.)59 As long as the prov- 
inces have to contribute fairly substantially to old 
age pensions, they are interested in keeping pen- 
sions reasonably low and hence there will be differ- 
ences in average pensions to reflect the regional 
differences in costs and standards of living. Whether 
or not the Dominion could accomplish the same 
result through regional boards is a matter of 
opinion. It would perhaps depend on how inde- 
pendent an administrative authority were set up. 
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58 A further pressure on the Dominion from certain part 

the avile B to owrer the age limit for pensions. ic Rega de co 
of other countries would show that over a period P on — 
a pressure that can hardly be resisted. As i = biggie if 
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other countries have monet i wise ees, to mee is 
i i tributory old age pensions. n 
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stricken areas in Canada which inevitably increase 
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any social service. Northern New Brunswick is such an area. 
The social services can have no remedial effect on these conditions; 
what is needed is some sort of national re-settlement or regional 
economic planning. Many of the recent colonization schemes, how- 
ever, have been done with such lack of intelligent direction that 
new depressed areas are being created. The taxpayer, of course, 
has to bear the hidden costs of such backward and economically 
hopeless communities. 


Part II—Social Insurance 


INTRODUCTION 


Social insurance is the commonly accepted way 
among modern industrial countries of dealing with 
problems of social insecurity.1 The term “ social 
insurance” is used to cover legislation introduced 
to protect the workers and sometimes other lower 
income groups from certain major insecurities re- 
sulting from and not protected by the operation of 
the industrial system. As ordinarily used, it is a 
descriptive rather than a definitive term. This is 
probably the result of the varying weight given to 
the adjective “ social ” in modifying the strict impli- 
cation of the noun “insurance.” Certainly the 
social objective is the main point and the insurance 
element is deemed to be observed so long as the 
principle of spreading the risk is followed and a 
statutory fund is established under conditions laid 
down by the state to protect those covered by the 
statute against future risks by present contribu- 
tions. The contributors are the employer and 
employee or either one of them. The state usuall 
contributes too but this is not necessary to satisfy 
the “ social’ element as long as the state lays down 
the conditions for the regulation and administra- 
tion of the scheme. As commonly conceived and 
as used in this study, social insurance covers insur- 
ance for unemployment, old age, sickness, invalidity, 
premature death of the wage-earner, and industrial 
accident and disease. 

Although Canada has little in the way of legisla- 
tion for social insurance, the field is one that 
directly affects Dominion-provincial relations for 
two reasons. Large expenditures are now being 
made by all Canadian governments, in one form or 

1A short historical sketch of the rise of social insurance and 


of labour legislation in general is given in the Introduction to the 
study on Labour Legislation. 
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another, to meet problems of social insecurity.2 
Secondly, both the experience of other countries 
and current developments in Canada seem to indi- 
cate the likelihood of an extension of social insur- 
ance in this country, a trend that will affect 
governmental expenditures in the future. The 
questions that will chiefly concern this study are, 
therefore, (a) Is social insurance likely to become 
a function of Canadian governments? (b) If so, 
which governmental jurisdiction is best able to 
handle the various types of insurance? Questions 
of the type of system to be set up involve matters 
of policy which do not fall within the scope of this 
study. 

The basic considerations leading to state action 
of one sort or another to aid and protect citizens 
from economic distress are: First, the existence of 
daily and weekly wage rates which provide only a 
bare subsistence level for many workers and make 
saving impossible. Second, a considerable degree 
of unemployment even in “normal” times caused 
by the seasonal character of a large part of industry 
and by technological change. Such unemployment 
reduces to a greater or less degree the annual income 
of workers, a reduction that is both more intensive 
and extensive during periods of business depression. 
Third, potential threats to security, such as cyclical 
unemployment, serious illness and the premature 
death of the wage-earner, which strike unevenly 
and against which even the better-paid worker is 
unable to protect himself and his family. As the 
other points are dealt with later, it is only necessary 
to deal with the first consideration here. 


2For documentation. of these expenditures see the studi 
Public Assistance, Public Health and Housing by A. E. Gratee 
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INCOME STATISTICS OF CANADIAN WORKERS 


The Dominion Bureau of Statistics has quite 
complete information on the weekly earnings of 
Canadian workers. Table 17, based on this infor- 
mation and quoted in the submission of the Cana- 
dian Welfare Council, gives the average weekly 
earnings of male workers in all industries for Can- 
ada and the provinces. These figures are based on 
a 52-week year and no attempt is made to discount 
them for periods of unemployment. 


TABLE 17,-EARNINGS OF WAGE WORKERS 


Average weekly earnings of male workers 
(based on 52-week year) 


(SS ee eee ee eee 


a Spemep e 
Agri- other than 
Year Industries culture Agri- 
culture 
$ cts. $ ete. $ cts. 
(CATE INS oe ai UN 19381 17 88 6 13 19 06 
Prince Edward Island 1931 13 06 6 79 15 13 
Nova Scotia ot 14 65 7 06 15 17 
New Brunswick.... 14 52 6 50 15 31 
Ojai aeons 17 79 6 73 18 27 
OMEATIOM ase sac ois scicccwieleee cas. 1931 19 33 6 62 20 48 
PEA DAPODAMIN DSR E io ch c/cse(o.b.c/aieevieere.ore 1931 17 87 4 88 20 08 
1936 14 85 2 81 17 25 
ASK AtCHO WAN (ies « 45/2 cteiere'e aiojsteicie sie’ 1931 14 63 5 02 19 25 
1936 11 10 2 87 16 21 
PDE Umn eee est eee cc aiee'sle ves veces 1931 17 12 5 90 20 31 
1936 13 56 3 88 17 17 
BPTI COlOMDIG sc ois0c0ss6secceecess 1931 17 25 7 90 17 85 


Tabulation by courtesy of the Dominion Bureau of Statistics, based on Dominion 
Census, 1931, and Prairie Province Census, 1936. 


Table 18 gives the percentage of male and female 
wage-earners in Canada and in each province earn- 
ing less than $450, $950 and $1,500 respectively 
during the census year of 1931. The term “ wage- 
earner” was broadly defined to include all those 
earning salaries and commissions and the figures 
are therefore somewhat higher than they would be 
for wages alone.? For all Canada, about one-third 
of the men and one-half of the women receive less 
than $450 annually, while 58 per cent of the men 
and 80 per cent of the women receive less than $950 


annually. 


8.All these charts are based upon the wage statistics of the 
Dominion Bureau of Statistics. 
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TABLE 18 


Per cent of male and female wage-earners earning less than $1,500, $950 and 
$450 in 1931. (#) (&) 


SSS ee 


Mates Femaes 

— Less Less Less Less Less Less 

than than than than than than 

$450 $950 | $1,500 | $450 $950 | $1,500 
ee eee 
Canetias sc3cs. Coes 32 58 78 47 80 93 
42 73 85 62 91 94 
35 69 85 59 87 94 
42 69 84 56 88 95 
29 60 81 56 85 94 
28 54 76 38 76 92 
38 58 76 47 79 93 
49 66 80 53 75 93 
38 58 75 45 72 93 
31 54 73 39 75 92 


(*) The term ‘‘wage-earner” means a person who works for salary or wage irre- 
spective of the nature of his employment. ‘‘Earnings” includes moneys received by 
way of cornmmission or piece rate payment in addition to salary or wage, but does not 
include income from investment, pension or compensation. 

(>) -62 per cent of the male wage-earners were under 16 years of age, and 3-72 per 
cent were under 18. 1-39 per cent of female wage-earners were under 16 years of age, 
and 8-9 per cent under 18, 


Table 19 classifies male wage-earners on the basis 
of industry rather than province, It gives the per- 
centage of male wage-earners earning less than 
$600, $800 and $1,000 respectively for the year 1934; 
and the percentage of females earning less than 
$600 and $800 respectively. In this table, “ wage- 
earners” includes only those working for wages; 
that is, salaried workers are excluded. The percent- 
ages vary with industries; about a fifth to a third 
of the men received an annual income of less than 
$600, while from 40 to 56 per cent received less 
than $800 for the year. The percentage of female 
workers earning less than $600 and less than $800 
is remarkably steady at around 70 and 90 per cent 
respectively. Presumably female minimum wage 
legislation, which fixes minimum wages at from 
about $10 to $14 a week in most provinces, has an 
important effect on this result.4 


TABLE 19 


t of mal e-earners, earning less than $600, $800, and $1,000 and of female 
ad Cane cecsieas, covatae less than $600 and $800, classified according to industry 
groups, 1934.(*) 


Maes FEMALES 

— Less Less Less Less Less 

than | than than | than | than 

$1,000 | $ $800 
Vegetable products, .......ssecssevsveees 25 43 70 70 90 
Aural ent eri yu ake hve Meta easel 28 50 69 70 90 
Textiles and textile products............. 34 56 76 70 90 
Wood and paper products..........+.00+5 32 51 70 69 90 
Tron and its products..........sssseereees 18 40 65 76 92 


(*) “‘Wage-earners” are people working for wages as distinguished from those 
working for salaries. 


4See the study on Labour Legislation, by A. E. Grauer, Table 
5, p. 35. 
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Table 20 shows the average yearly earnings of 
male and female workers respectively in twenty- 
five leading industries in Canada for the year 1934. 


TABLE 20 


Average Yearly Earnings of Male and Female Wage-earners in 
25 Leading Industries, 1934 (*), (6) 


Industry Male Female 
Earnings | Earnings 
$ $ 

Sapailla (9) to ae se bas vee won ces cee 606 545 
Fruit and vegetable preparation (°)........ 653 392 
Boots and shoes—leather................. 696 480 
Furnishing goods—men’s................. 715 472 
Cotton yarn and iclothwci so 78; . 3. tates oa 786 597 
Biscuits, confectionery, cocoa, chocolate... . 802 513 
Silk and artifioial aul: 2:+ svctvieiers.seeiete, cies 840 546 
Hosiery and knitted goods................ 842 564 
Bread and other bakery products.......... 875 516 
Gastings:and forgings; os se er ois a oe 891 490 
Butter anid cheese.<.. 2... cece <> tenn 906 516 
Railway. rolling, stockes.2,.).:< sere. sisinnitetien- 986k | Aenevieis 
Electrical apparatus and supplies.......... 967 609 
Rubber goods, including footwear......... 969 552 
Clothing, women’s factory................ 999 596 
Clothing, men’s factory... t200-. ee ci 2 1,019 550 
Slaughtering and meat packing............ 1,026 575 
Printing and bookbinding................ 1,051 599 
Pulp,and paper se. hisie.c sk ss) da ehere yee he 1,113 523 
Primary iroriand Stel... cc cere nes ce L188) Fl care staeene 
Antomobiles.> 5. ven soe en ees oe oko eran. 1,203 722 
Non-ferrous metal, smelting and refining... . 1 S238 een. sees © 
Central electric stations.................. SE asc ete sie co 
Printing and publishing ccm... <.ccece ane 1,350 607 


(®) ““‘Wage-earners” does not include those working for salaries- 

(») For industries employing less than 100 female wage-earners; 
earnings of females are not shown. 

(°) In these seasonal industries, account is not taken of possible 
earnings along other lines in off-seasons. 


Again, there are wide variations with the bulk of 
the industries averaging below $1,000 for men and 
below $600 for women for the year. 

These four tables viewing the workers’ income 
from various angles show that the majority have 
little or no margin to use for buying protection 
against the major threats to their security. This 
condition is not peculiar to Canada; it faces all 
industrial countries. The basic fact is that the 
worker and his family have little or no protection 
against certain fundamental hazards. These are 
serious illness, unemployment, old age, premature 
death and invalidity. Most countries have come to 
the conclusion that it is good public policy to aid 
the worker in planning a defence against the shat- 
tering impact of these hazards rather than to allow 
him and his family to remain potential public 
charges. This attitude has been supported not only 
by humanitarian and economic arguments but by 
the necessity of keeping the very political and 
social system intact.5 As a result, this century has 
seen a remarkable spread of social insurance 
throughout the industrial countries of the world. 
The extent of that movement is documented in 
Tables 21, 22, 23 and 24. 


5 See, for example, the Preamble to the Labour Section of the 
Treaty of Peace. 
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FACTORS AFFECTING CANADA’S ATTITUDE TO SOCIAL INSURANCE 


Several factors have affected the attitude of 

Canada towards social insurance. 
(1) As a background for all other considerations 
is the fact that Canada is a relatively new country 
and, with two short exceptions immediately before 
the Great War and in 1921-22, had an uninter- 
rupted period of prosperity from the 1890’s to 1930. 
During this period Canada was also under the influ- 
ence of a powerful neighbour that until recently 
was probably the outstanding believer among 
nations in laissez-faire. The optimistic faith of a 
new country with vast natural resources in its 
future plus the stimulus of individualistic thought 
from the United States tended to keep political and 
business thought in Canada away from social 
insurance. 

(2) Jurisdiction over the field of social insurance 
lies with the provinces. This fact tends to militate 
against the introduction of social insurance because 
any given province is afraid that if it takes the lead 
it will penalize its own industry in competition with 
that of the other provinces. This argument has 
weighed all the more heavily because general 
awareness of the necessity for social insurance other 
than industrial accident compensation did not 
develop in Canada until the present depression, 
and under conditions of business depression there 
is greater reluctance than usual to add to the costs 
of industry in any one province. 

(3) There was some feeling during the prosperous 
post-war years that wages were high enough in 
Canada to allow the thrifty worker to protect him- 
self and his family from hazards. This argument 
is seldom heard now because of its patent inapplic- 
ability but a variation of it is often advanced, 
namely, that social insurance is only a rather poor 
substitute for adequate wages and that the thing 
to do is to concentrate upon means of raising wages 
rather than set up a system of social insurance. 
This argument fundamentally misconceives the 
nature of the hazards that social insurance 1s 


Australia and New Zealand which 


6 Compare, for instance, Or Bolbah 


are also new countries but more under the influenc 
traditions than Canada. 
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designed to meet. It is possible theoretically to 
compute a wage which will cover the basic neces- 
sities of life such as food, clothing and shelter; and 
it is the purpose of minimum wage legislation to 
provide such a bottom for the wage structure. It 
is impossible to establish a wage which will allow 
every worker and his family to meet the heavy 
disabilities of serious illness, prolonged unemploy- 
ment, accident and premature death. These are 
budget-shattering contingencies that strike most 
unevenly. The lucky worker may not be faced 
with any of them. But the only way for the whole 
body of workers to be protected against them is by 
social insurance which reduces these highly un- 
certain and heavy costs to a small and definite 
figure. Far from adequate wages being a substitute 
for social insurance, therefore, social insurance is a 
condition precedent to adequate wages. 

Furthermore, the nature of the Canadian 
economy seems to indicate that a policy stressing 
high wages and ignoring social insurance might be 
ill-advised. As the Canadian economy is based on 
the export of primary and extractive products, the 
Canadian structure of prices is conditioned by the 
international prices for her staple exports. This 
means that the smooth functioning of the Canadian 
system is ultimately dependent upon the main- 
tenance of an adjustment of other prices to export 
prices. The unequivocal pursuit of high wages 
might seriously interfere with this adjustment, at 
any rate during periods not characterized by rising 
export prices and satisfactory crops. Furthermore, 
the wage-level, if it were to attempt to cover ever- 
present threats to security, would have to be not 
only high but rigid, a condition that an export 
economy could not afford. Consequently concen- 
tration on wages as the only means of improving 
the welfare of the workers might under some con- 
ditions actually lead to a diminution of their wel- 
fare. But there are alternative ways of improving © 
the welfare of the workers and social insurance is 
perhaps the outstanding one.? 

An essential aspect of expenditures on social in- 
surance is that they are not in their entirety a 
direct cost of production to industry in the way 


7 Others are through expenditures on health, housing, educa- 
tion, recreation, etc. 
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that an increase of wages is.8 To the extent that 
a persistent pressure for higher wages cuts into a 
satisfactory profit for the business man it might 
dampen business enterprise and cause a flow of 
capital out of the country. Under the most com- 
mon system of social insurance only a part of the 
cost would fall on the employer in the first instance 
and probably a good part of this could be shifted. 
But the state can, if it wishes, rectify the balance 
from the point of view of the welfare of labour by 
contributing substantially to the cost of social 
insurance out of the proceeds of taxation on the 
profits of business. As J. M. Keynes expresses it, 
“Compare high taxation with high wages in its 
effect on the incentive to the business man to 
increase his output. The taxes only fall on profits 
after he has earned them, and take only a propor- 
tion. Thus, broadly speaking, his inducement to 
earn profits and to raise his output to the socially 
optimum level is just as great as if the taxes did 
not exist.’’9 

Social insurance would further be more equitable 
both for industry and for labour. Businesses, like 
finance, which make at least average profits but 
have a relatively small working force would bear a 
fairer share of improving the welfare of the working 
class. Labour as a whole would benefit, rather than 
just the highly organized workers who may be in 
a position to demand and get a high level of wages. 

Finally, a policy of stressing high wages solely 
would make the employer substitute machinery for 
labour as much as possible and force the rate of 
mechanical innovation. Whereas a system of social 
insurance supported in part by the taxation of 
profits would not discriminate against the use of 
labour. 

(4) There is some feeling in Canada that the 
causes of social insecurity should be attacked rather 
than a system of social insurance set up to deal 
merely with results. This approach assumes the 
existence of an alternative. An attack upon causes 
and a system of social insurance are in fact com- 
plementary, and no alternative in a final sense 
exists. If the nature of each hazard is reviewed,— 
illness, unemployment, old age, premature death, 
and industrial accidents and disease,—it will be 
seen immediately that no amount of concentration 
on causes will entirely do away with any one of 
them. Sound social policy, therefore, while doing 
its utmost to control the causes of social insecurity, 
will realistically provide for the substantial amount 
of insecurity that will always remain. 


8 This argument is not to be taken to mean that the level of 
wages in Canada is in fact too high. 
®The Political Quarterly, January, 1930, pp. 119, 120. 


This statement might be disputed by some with 
respect to unemployment. Unemployment insur- 
ance is sometimes disparaged as likely to take 
attention away from the objective of a “cure.” 
However, an analysis of the problem demonstrates 
conclusively that unemployment is a characteristic 
of our economic system and remedial measures can 
serve only to lessen its amount, not to abolish it. 

The very structure of our industrial system will 
cause some unemployment, no matter how well it 
is functioning. The chief characteristics of the 
organization of modern industrialism may be de- 
scribed as follows. First, there is an intensive 
specialization and division of labour which pre- 
supposes a wide market. This delicate organization 
can be easily thrown out of gear by a host of factors, 
of which changes in tariffs, policies of national self- 
sufficiency and droughts are a few examples. 
Second, the modern industrial system is a round- 
about process of production involving many stages 
between the beginning of production and consump- 
tion, and is therefore based upon production for a 
future market. Miscalculations are inevitable in 
the long-time forecasts necessitated here. Third, 
we live in a competitive economy on the whole and 
each producer is to a certain extent involved in 
“blind ” production because he has no way of tell- 
ing exactly what his competitors are doing. Again, 
maladjustments inevitably arise. Fourth, we live 
in a price-economy, and recent history has shown 
only too clearly the instability that this fact postu- 
lates. Finally, the distribution of business income 
in the shape of wages, interest, profits and rent, 
through bargaining and contract necessarily in- 
volves elements of instability. Professor Alvin 
Hansen brilliantly summarizes the effects on em- 
ployment of the organization of modern economic 
society as follows:— 


“This complicated system is easily thrown out of 
equilibrium. We live in a world of constant and 
rapid changes: changes in demand, changes in the 
technique of production, changes in prices, in costs, 
in wages, changes in the size and distribution of popu- 
lations, changes in the weather, changes in habits of 
saving and spending—a thousand and one changes 
occurring from day to day. Now these changes would 
create no difficult maladjustments if we lived in a 
simple, self-sufficing economy. But these changes 
play havoc in a society so complicated in structure as 
ours. The modern economic order, with its technique, 
its institutions, its structure and organization, fur- 
nishes the fundamental, underlying basis or condition 
for the maladjustments that give rise to unemploy- 
ment.”10 


10 Alvin H. Hansen, Heonomic Stabilization in an Unbalanced 
World, 1932. 


If we cease talking about a generalized “ unem- 
ployment” and turn instead to the various specific 
types of unemployment, each having to a large 
extent 1ts own causes, we get further proof of the 
inevitability of some unemployment and the futility 
of waiting upon “cures.” A healthy economic sys- 
tem is bound to have a considerable amount of 
technological unemployment at any given time. 
The only way to abolish technological unemploy- 
ment is to abolish technological change. This does 
not mean that new and improved techniques are 
bad, or that the impact of technological unemploy- 
ment cannot be lessened by a proper organization 
of the labour market. It does mean that at any 
given time there will be a considerable problem of 
technological unemployment in a society healthy 
enough to have a high rate of technological innova- 
tion. Similarly, there will always be some seasonal 
unemployment. This is especially true of Canada, 
which is one of the most important countries, 
economically speaking, that is trying to function at 
such a northerly latitude. Finally, it is impossible 
at this stage of our economic knowledge and tech- 
nique seriously to talk of a “cure” for cyclical 
unemployment, caused by the swings of the business 
cycle. An intelligent application of existing eco- 
nomic knowledge, especially if international co- 
operation were forthcoming, would lessen the swings 
of the business cycle but there is no justification at 
present for saying that cyclical unemployment can 
be eradicated. 

(5) There is the feeling in some quarters that 
the introduction of social insurance will tend to 
destroy habits of thrift among the workers. It is 
difficult to see the applicability of this argument to 
contributory social insurance unless one were pre- 
pared to argue that all insurance involving regular 
premiums undermines thrift. The argument, which 
was first advanced by German business men in the 
1880’s11 does not stand up under the test of history. 
The working-class of Germany, the first country to 
introduce a complete system of social insurance, 
has since been customarily held up as a model of 
hard work and thriftiness and the countries that 
have gone in most for social insurance continue to 
be leading industrial countries. 

On the face of it, it would appear that personal 
responsibility can only exist where the worker does 
not see the results of his thrift swept away by cir- 
cumstances beyond his control, like serlous sickness 
and unemployment. Thousands of Canadian work- 
ers who were making payments on homes, saving 
for the education of children, for their old age and 


11See A. E. Grauer, Labour Legislation, pD. 2 
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so forth, have seen all this disappear. What would 
be more natural than that they should decide to 
“live for the present” after re-employment? The 
conclusion seems inescapable that if habits of thrift 
are not to be undermined, the thrifty worker must 
be put in a position where he can have some hope 
that the results of his thriftiness will be protected 
from such ever-present contingencies as serious 
illness and unemployment. Social insurance per- 
forms precisely that function. But it does not stop 
there. There will always be some workers who, for 
one reason or another, make no provision at all for 
the future. With the first blow of economic advers- 
ity they become public charges and must be sup- 
ported by the taxpayer. Contributory social insur- 
ance forces such workers to save and relieves the 
pressure on other members of society. 


(6) It is often argued that contributory social 
insurance will raise the prices of manufactured 
goods and so not only damage the competitive 
position of Canadian manufacturers but penalize 
producers of primary products by obliging them to 
pay more for what they buy. Identical argument 
has been raised in every country12 but no dire 
results seem to follow the introduction of social 
insurance. Indeed, in countries like Great Britain, 
social insurance benefits were generally considered 
to have had a distinct stabilizing influence during 
the last depression by sustaining purchasing power. 


The outstanding reason why social insurance 
would not necessarily involve additional costs to 
business or extra calls upon public treasuries is that 
heavy payments are being made because of social 
insecurity now. Unemployment relief is of course 
the most obvious example, but large payments are 
also being made for old age pensions, mothers’ 
allowances, hospitalization, medical relief, and so 
forth.18 When it is realized that over $1,000 mil- 
lion has been spent by Canadian governments 
during the short space of this depression on unem- 
ployment relief alone, the weight of the present 
burden of social insecurity upon public treasuries 
can be appreciated as a really staggering one. The 
costs of social security are, therefore, now being met 
but in an unplanned and wasteful way and with no 
thought of keeping up the physical efficiency of the 
working force of the country. Furthermore, they 
fall heaviest during times of depression, the very 
time that business and the country at large can 
least carry them, and consequently retard recovery. 
The concealed costs of delayed recovery may be 


12Canada, of course, is more dependent upon primary pro- 
duction than most countries. 
18 See Part I of this study on Public Assistance. 
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enormous and they affect all aspects of the economy 
and all classes of people. It follows from these 
facts that the farmer, the business man and the 
taxpayer in general have not the alternatives of 
meeting the costs of social insecurity through insur- 
ance or of avoiding them. The alternatives are to 
meet them in an efficient and humane way through 
social insurance, or in a wasteful and demoralizing 
way as at present. The whole basis of social insur- 
ance is that it is preparing for actual hazards (not 
theoretical ones) by building up funds in good years 
to help pay the costs of social security in bad years. 
This is a sound principle in business and it is an 
equally sound principle in government. The intro- 
duction of social insurance, therefore, would so 
meet the costs of social insecurity as to have the 
least disruptive effect upon the economy as a whole, 
and should over a period of years reduce their costs 
to the taxpayer. 

Over the short run, however, while adjustments 
are being worked out, social insurance may involve 
a net addition to the cost of production and lead to 
slightly higher prices. The most that prices could 
rise theoretically would be by the total amount of 
contributions. The British system usually involves 
equal contributions by the employer, the employee 
and the state.14 The United States procedure is to 
tax either the employer alone or the employer and 
employee equally, with the state not partici- 
pating.15 The Australian plan looks forward to 
the eventual assumption of the total cost of pre- 
miums by the employer and employee, but until 
the system reaches maturity,16 that is, until every- 
one under it has paid premiums from the age of 
sixteen (or whatever the entrance age may be), the 
state subsidizes the scheme. This plan is more 
equitable than that of the United States, and if 
used in Canada should not involve the state in 
higher taxation because of the large amounts of 
money the state is already paying on account of 
social insecurity. 

"34 Where the state contribution is from the proceeds of pro- 


gressive taxation, it is out of net income and therefore does not 
affect cost of production. See the argument on p. 56. 


15 The sales tax in Canada is substantially higher than that 
of any other country and this means that despite a substantial 
range of exemptions, the Canadian low-income classes are already 
being taxed heavily. It might therefore be argued that this 
regressive taxation should be considered the equivalent of employee 
contributions for social insurance, especially as, by a judicious 
determination of exemptions, it can be made to apply largely to 
the beneficiary classes. There are certain obvious administrative 
advantages of simplicity and automatic (though rough) coverage 
in this system, but the great disadvantage exists that the individual 
is not made conscious of his own contributions and an attendant 
sense of responsibility developed. In any case, the existi 
taxation system is obviously an important factor to be considere 
in determining the allocation of the costs of social insurance. 


16 See p. 72. 


For Canada, it would be impossible to make an 
estimate of the cost of social insurance for the 
employer unless the type of system envisaged were 
known. That cost would obviously vary with the 
standards and duration of benefits, governmental 
contributions, etc. On the basis of British and 
United States experience, it would be surprising if 
the cost to the employer of a comprehensive system 
of social insurance to which the employee also con- 
tributed, would come to more than 6 or 7 per cent 
of the annual payroll. The amount added to price 
would depend on the relative importance of wages 
in the cost of production of each industry. This 
would set the upper limit. There are, however, 
other factors besides those already mentioned 
which would counterbalance any tendency for 
prices to increase. To the extent to which Cana- 
dian industries (a) are industries of decreasing 
costs,17 (b) have excessive tariff protection, (c) can 
be more efficiently organized and managed,18 (d) 
will gain a more efficient working force physically 
and psychologically19 through social insurance, the 
transfer of the present costs of social insecurity 
from taxation to production can be effected with- 
out any increase in prices. 

To sum up, the immediate effect upon prices of 
the introduction of social insurance is not clear 
because the force of off-setting factors cannot be 
measured. Over the long run, the taxpayer and all 
classes in the country would benefit from social 
insurance because it is not, like present practices, 
wasteful both of financial and human resources, 
and because it is more conducive to the steady 
functioning of the economy as a whole by not 
piling up taxes and other costs during depression 
periods and thus delaying recovery. 


17 Generally speaking, tariff-protected industries are industries 
of decreasing costs, that is, as demand and production expand 
the per unit cost of production decreases. For a good account of 
the economic theory relating to this type of industry see R. F. 
Harrod, International Economics, c. IV. 


18 J. W. F. Rowe concluded, after a documented study of five 
industries in Great Britain (Wages in Practice and Theory, 
London, 1928) that most employers did not take full advantage 
of economies of industrial organization and that “in raising 
wages you bring into activity latent energies in the entrepreneur 
out of which the additional wages can be paid”. If this is true 
of a relatively free-trade country like Great Britain, it should be 
more true of Canada where management is protected from the 
full force of world competition by tariffs. It would indicate that 
with some industries, at any rate, there would be a “cushion” 
which might absorb the cost of premiums for social insurance to 
the employer. 

18 Some authorities feel that the psychological effect of an 
ever-present feeling of insecurity on the workers is the greatest 
single drag on industrial efficiency at the present time; vide, H. 
Feldman, The Regularization of Employment, 1925. 


CuHaptrer VIII 


TYPES OF SOCIAL INSURANCE, AND THE APPROPRIATE 
GOVERNMENTAL JURISDICTION 


1. GENERAL CoNnSsIDERATIONS 


As social insurance is, on the whole, a virgin field 
in Canada, the question of jurisdiction is not com- 
plicated by existing administrative structures. In 
setting up a system, Canada’s lateness in this field 
enables it to benefit by the experiences of other 
countries, although the peculiarities of the Cana- 
dian situation must, of course, always be kept in 
mind. Tables 21, 22, 23 and 24 summarize the 
world situation regarding the various types of 
social insurance.2° 

Several conclusions follow from an examination 
of other countries. First, there is a definite trend 
towards comprehensive systems of social insurance. 
The older industrial countries have had broad 
schemes in operation for some time, but recently 
the countries of the New World have taken steps 
in the same direction. The Social Security Act of 


20 Under social insurance, benefits are paid to insured persons, 
on the fulfilment of specified requirements, as a matter of “right” 
irrespective of their financial need for benefits at the time. Social 
insurance does not cover payments made to needy persons after 
the application of a means test to verify their need. Such pay- 
ments (non-contributory old age pensions, mother’s allowances, etc.) 
properly fall under the haat “Public Assistance”. However, 
they are included in the following tables, especially with relation 
to Canada, for purposes of comparison because Canada has so 
little social insurance. 


the United States set up contributory schemes for 
unemployment and old age, and non-contributory 
ones for the aged above seventy and for dependent 
children. In addition it provided federal grants for 
certain health purposes. In Australia, the govern- 
ment now has a National Health Insurance Bill 
before Parliament, which it is proposed to have in 
operation by January 1, 1939. This bill is really 
a general social security act and establishes con- 
tributory old age, invalidity and widowhood pen- 
sions besides national health insurance. Represen- 
tatives of the Australian states and the Common- 
wealth have met to discuss a national system of 
unemployment insurance, after the recommenda- 
tion of the Ince Report. The government of New 
Zealand has announced the details of its national 
health and superannuation bill which it proposes 
to introduce during the next session of Parliament 
and have in operation by April 1, 1939. This, too, 
is a broad measure covering not only health but old 
age, invalidity and widows and orphans. In addi- 
tion, the following countries have either recently 
set up systems of social insurance in whole or in 
part, or have drafted legislation to that end: 
Greece, Bulgaria, Uruguay, Peru, Brazil, Argentina, 
Colombia, Bolivia, Mexico, Egypt and Esthonia. 


TABLE 21 
Unemployment Insurance (*) (*) (°) 


-— Great Britain Germany France 

OUD Gi s-4.s.» hire Mates demas seats Compulsory for all industrial and Compulsory for all workers and sal-|Voluntary but state subsidized. 
agricultural workers from 14 to] aried employees earning not more} Most of funds are attached to 
65. than 8,400 R.M. a year. trade unions but some to mutual 

Exemptions: Domestic  servants,|Hxemptions: Domestic servants} benefit societies and some are 

railways, governments and} and certain groups of agricultural) independent. 
public utilities. workers. 

Financial Resources.......... Equal contributions by employer,/Equal contributions by iets (*) Contributions of insured per- 
employee and National Govern-| and employee on the basis of al sons. (*) National subsidies 


TO- 
ment. Flat rates, based on sex| specified percentage of wages. portionate to amounts me in 
and age differentials rather than} Voluntarily insured persons pay! benefits (usually about 40% of 


on wages. ane the whole contribution. benefits). (°) Subsidies of com- 
Agriculture: smaller contributions. munes and departments (usually 
Rebates to employers for con- about 33 per cent of benefits.) 


tracts of service of yearly or half- 
yearly duration. 


Qualifications for Benefits.....|For first claim, 30 weekly contribu-|For first claim, 52 weekly contribu-|Right to benefit defined by the 
tions during preceding 2 years.| tions during preceding 2 years.| various funds. 
Subsequently, 10 weekly contri-/ Subsequently, 26 during preceding 
butions. If under 18, must] year. 
attend authorized courses of 
instruction unless exempted for 
cause. 


Waiting Period..... 00.8.0... Six days. Intermittent employ-|From 3 to 14 days according to|Varies with funds. 
ment not counted. number of dependents. 


Benefits c.giSt odes soso: Flat rate benefits based on sex and|Benefits according to rate of pay|Rates fixed by each fund and 
age differentials. Allowances for} during last year of employment} depend largely on the amount of 
dependents. Duration of bene-| and cost of living in district. abel received from _ public 
fits 26 weeks. May be extended} Allowances for dependents. Dur-| guthorities. 
to 52 weeks if previously em-| ation of benefits 20 weeks. Pro- 
ployed for 5 years. visions for short-time benefit if 

not working for 3 days per week 
or 6 per fortnight. 


(*) Based on reports of the International Labour Office and of the Social Security Board of the United States. 
ts Other countries with compulsory schemes are Austria, Bulgaria, Poland, USSR. Switzerland (certain cantons), Uruguay. 
°) Other countries with voluntary subsidized schemes are Belgium, Denmark, Finland, Netherlands, Norway, Spain, Switzerland. 
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TABLE 21—(Concluded) 


Unemployment Insurance 


ae a ee ee 


Czecho-Slovakia 


a ae SS i eee 


Italy United States of America 


Scope... .. 2.6... eee eeee ee. bree set et me vs Se, all mem-|Compulsory for all industrial work-|All employers who employ 8 or more 
rganizations. ers. workers for 20 or more weeks a 
year. 

Exemptions: Agriculture, domestic 
service; governments; religious 
charitable, scientific, literary and 
educational bodies. 

Financial Resources.......... Members’ contributions. State makes Equal contributions by employer and/Federal tax of 3 per cent on payrolls 
A geome cage on amount of bene-| employee varying with wage-class.| of employers. Credits allowed u 
§ paid. State makes advances only. to 90 per cent of tax for eac 
state having a system of unem- 
ployment insurance. Grants 
made to states for administration. 
Qualifications for Benefits... ../Right to benefit defined in rules of/24 fortnightly contributions during|Details left to each state, but state 
workers’ organizations. last two years. laws must meet certain general 
requirements, e.g. (1) Compen- 
sation must be paid through 
public employment offices or sim- 
ilar approved agencies; (2) No 
worker shall be forced to accept 
work resulting from a labour 
dispute, ete. 
WAT EIS! DOTIOM «10,5 j.0:0 <2 «ares ROSINS. waytan ak asiehian cierto Gs CN i re RE Rea Aare Nah ment Details left to each state. 
LSCIDGHUSle Si ing COREE Re The state supplement is granted to|Benefits for 3 months. Extra month/Details left to each state. 
persons who are entitled to benefit] if 36 contributions within last two 
and have been members for 6] years. Rate of benefit varies with 
months. It is payable for 26] wage-class. 
weeks. The aggregate of benefit 
and state supplement may not 
exceed 2 of the beneficiaries’ nor- 
mal wages. Any excess is de- 
ducted from the state supple- 
ment. 
| i neni cai ate eini ree So 
= Queensland Union of South Africa Trish Free State 
ERS mpulsory for everyone over 18,|Minister may establish a fund in|Compulsory for all industrial workers 
a ae pubes Scat ter an award} any scheduled industry and may| aged 16 and upwards. 
or industrial ageeement. specify areas where fund is to|Hzemptions: agricultural workers and 
operate. All employees included| private domestic servants. 
Exemptions: agriculture, Common-| subject to certain income exemp- 
wealth government employees. tions. 
. . ibuti from employer,|Employers and employees contribute|Contributions from employer, em- 
ee mos ner ree anna of 6 oe a aa fants varying with specified) ployee and state in that order of 
Sm wage or salary groups. State con-| importance. Flat rate system 


 —— 


Qualifications for Benefits. . . .|26 weekly contributions during pre- 26 


ceding year. Lesser contributions 


call for pro rata benefits. 


tributes } of the above total. based on sex and age differentials. 


weekly contributions during pre-|12 weekly contributions must have 
ceding two years. been paid. 


Waiting Period............-- 14 days. 7 days. Abo] en ee 
ble{Rate of benefit depends upon wage|One week’s benefit for every 6 con- 
ao garey copes mre pers tt salary group in which the) tributions, payable for 26 weeks. 
pe wcet larger ‘benefits and al worker is classified. Benefit pay-| Flat rate. lowances for de- 

plement for each dependent| able 26 weeks. pendents. 


child for not more than four. 
Maximum—15 weeks in any 12 
months. 
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TABLE 22 


Old Age Assistance and Insurance (*), (*) 


— Great Britain (°) Germany France (°) 


Scope of scheme and conditions|Compulsory for all employed persons|Compulsory for all workers including|Compulsory for workers in com- 


Sor PENSIONS ..s s<s wees 16 and over who earn less than} agricultural workers, domestic ser-| merce _and ind and for 
£250 annually. Pensions paid at} vants, houseworkers and seamen.| domestic servants whose income 
age of 65. Pensions paid at 65 years of age. does not exceed a specified amount. 


Pensions granted at 60, but ma 
be awarded at 55 or deferred until 


a later age. 

Financial Resources..........|Flat-rate contribution by employer|/Employers and employees contribute|Equal contributions by employer 
and employee for combined wid-| according to income. Federal sub-| and em loyee, with subsidies 
ows, orphans and old age insurance] sidy as well. from public authorities. 
uniform for all wage and age 
groups. State makes an annual 
contribution. 

Beneits 62. eehiylean ate 10 shillings a week to insured|Benefits consist of a variable amount|Pension not less than 40 per cent of 


persons between 65 and 70. At| based on number of contributions| average wage. Pension increased 
70, all insured people automatic-| plus federal supplement of 72| by 10 per cent for insured persons 
ally qualify for non-contributory! marks, plus a bonus of 90 marks| who have brought up 3 children 
old age pensions. for each child under 15. to the age of 16 years. 


_C eee eee — 


— Czecho-Slovakia Sweden 


Scope of scheme and conditions|Compulsory for all persons working under contract.|Compulsory for all citizens between 18 and 65. 
for pensions. Pensions granted at 65. Voluntary insurance available for additional 
pensions. Pensions granted at 67. 


Financial Resources.............. Equal contributions by employer and employee|Basic premium of 6 kroner per year and a supple- 
which vary with the worker’s age class. State| mentary premium based on income over 600 
subsidy. Employer pays whole contribution for| kroner with maximum limit of 20 kroner. Sub- 
person not receiving cash wage. sidies for specified purposes by state, depart- 

mental and local governments. 


Beneitsy: < vsiae. Jon coe wee rete aise Pensions consist of a basic amount plus an incre-|Basic pension of 70 kroner plus 10 per cent of total 
ment based on the number of contributions and| contributions. 
a supplement for each dependent child under 17./Bonus varying with size of place where residence 
Pension may be increased by 50 per cent if person| established. 
requires constant assistance of another. 


ea EE SE eee eee eee eee 
—————————————— 
— United States of America(°) Australia (Jan. 1, 1939) Union of South Africa 


Scope of Scheme and Con- siecs ape cd for all workers. Pay-|Compulsory for all employed persons Non-contributory. All white persons 
e 


ditions for Pensions. able from 65 to death on con-| over 14 except non-manual work-| covered if they prove (a) age of 
dition that recipient ceases work. | ers earning more than £365 a year.| 65 (men) or 60 (women); (b) 
Exemptions: Agriculture, domestic Residence in the Union for 15 out 
service, government service, rail- of 20 preceding years; (c) British 
ways, and seamen. F citizenship for 5 years. Means 
test. 
Financial Resources......... Employers and employees each pay|Same contributions as for sickness|Public Treasury (Union). 
3 per cent of wage. insurance. 
BENCHES: case h eae eee Percentage of total wages earned to|Men, 65 and over, 20s. a week. Maximum of £42 per annum for 
age of 65, with a maximum of $85)Women, 60 and over, 15s. a week. whites and £22 for coloured 
a month. If person dies before people. 
65, 33 per cent of total life-time (Native blacks and Asiatics are 
wages goes to his estate. If excluded from the system). 


person dies between 65 and 70, 
portion of his equity still in govern- 
ment’s hands is paid to his heirs. 


(*) Based on reports and material of the International Labour Office and of the Social Security Board of the United States. 

(®) Other countries with compulsory contributory old-age insurance laws are Austria, Belgium, Bulgaria, Chile, Ecuador, Finland (1939), 
Hungary, Iceland, Italy, Luxemburg, Netherlands, Peru, Poland, Portugal (optional), Rumania, Spain, Uruguay, U.S.S.R., and Yugoslavia. 

Other countries with non-contributory old-age assistance laws are Denmark, Greenland, N: ewfoundland, Norway. 

Countries with compulsory contributory old-age insurance laws of limited coverage are Argentina, Brazil, Cuba, Costa Rica, Greece and 
some parts of Switzerland. 

(°) These countries also have a supplementary system of non-contributory old-age assistance. 


TaBLe 22—(Concluded) 


me Trish Free State Canada 
ee 
Beene of Scheme and Conditions for Non-contributory. _ Payable at 70 if Non-contributory. Payable at 70 if 
‘ensions. ° ) 30 years residence; _ oe (a) resident in Canada for 20 preceding and in 
(b) 6 years residence since 50 for a citizen and Province for 5 preceding years. 
ve as reidenea since 50 for a non-citizen.| (b) British subject. Means test. 
eans test. 


5 asl een a a 
Financial Resources.............. PRONG SLOCASUTY <A> opbeeameek <nly okies beaks Dominion contributes 75 per cent; Provinces con- 
tribute 25 per cent. 


IDET G UU etree lirdes. 04ya steers ome «2 Maximum of 10s. per week...................... Maximum of $240 per annum. 


TABLE 23 
Widows’ and Orphans’ Pensions (), (+) 


— Great Britain Germany France 

Scope and Conditions for|Compulsory for employed persons Compulsory for all workers including Compulsory for all workers whose 
Pensions. aged 16-65 except non-manual| agricultural workers, domestic ser-| annual pay does not exceed a 

workers earning more than £250 vants, home-workers and seamen.| specified amount. 
a year. 4 Qualifying period of 200 weekly con-|Qualifying period of one year’s 
Qualifying period of 104 weekly| tributions. insurance and contributions of at 

contributions. least 60 francs. 

Financial Resources.......... Flat rate contribution by employer|Employers and employees contribute|Part of general scheme of social 


and employee for combined wid- according to wage-class for com-| insurance. sate 
ows’ orphans’ and old-age insur-| bined widows’ and orphans’, old-|Equal contributions by employer 


ance. age invalidity insurance. and employee proportionate to 
State makes an annual contribution|Federal subsidy. the amount of wages. 
until scheme reaches maturity. State subsidy. 
ISON Tig iOS Ee Widow: 10s. per week until re-/Widow: a federal supplement of 72|\Widow: 20 per cent of average 
marriage. R.M. a year, plus 50 per cent of the} annual wages with a minimum of 
Children: 5s. for first child per} annual increment of the invalidity} 100 fr. and maximum of 2/3 of 
week; 3s. for each other child.| pension. ; y actual earnings at time of death. 
Whole orphan: 7s. 6d. per week. _ | Widower: the same, if incapacitated|Half orphans, 100 fr. per year for 
At age of 70, widow’s pension is} and inneed. each child under 16; extra allow- 
replaced by a non-contributory|Orphans: 36 R.M. a year plus 40| ance if 3 children under 13. 
old-age pension. per cent of the increment of the|Whole orphans: minimum of 120 
invalidity pension for each) francs per er per child if under 
orphan. 13 or until 16 if schooling con- 
tinued. 
a Czecho-Slovakia Trish Free State(°) United States of America 
iti ]] persons working|Compulsory for all employed persons|For needy dependent children under 
ee lesan ooo ata ae e : 16 vou ol over who donot earn| 16 who have been deprived of 
al Qualifying period: 100 weekly con-|_ more than £250 annually. parental support by reason of 


Qualifying period of 104 contribu-| death, continued absence, physical 
tions or if insured for 4 years,| or mental incapacity of the parent 
26 contributions for each of last}. and who are living in a relative’s 
3 years. home. 


tributions. 


; idity, old age, widows’|Equal contributions of 4d. per week|Federal grant to each state of 1/3 of 
ee kor lantianns scheme. he employers and employees. total cost excluding amounts in 
Equal contributions by employer excess of $18 for eldest child 

and employee varying with wage- and $12 for each remaining child. 


Financial Resources.......... 


class. 
State subsidy. 
i : invalidity|}Widow: 10s. per week until re-|Cash payments but details of 
IBGEO I cesar Ri ah ee Pa sche x Bet ge ae Sarvs oF tee Oe ont ane 
a Children: 5s. for eldest child and 38s. 


lai "at age 60, or earlier if| for each other child. 


i i if maintaining|Whole orphans: 7s. 6d. a week, 
pe es children. {Pensions to dependents of icul- 
Children: 20 per cent of invalidity) tural workers on a lower scale. 
pension due deceased to age of 17. 
Whole orphans: 40 per cent to age of 
Le 


: aoe on dig oe echatory widows! and orphans pensions are Australia et, —— Belgium, Brazil, Ecuador, Poland, 
er countr rts of Switzerland, U.5.5.h., Uru: y° é - P 
Yugoslavia, Greece, Hungary, Luxemburg, Nether at ving for he contributory se ae is eligible for a non-contributory pension provided 

that ae EE gtomot one or has at least one dependent child under 14, or 16 i ak ere 


TasLe 23—(Concluded) 


Widows’ and Orphans’ Pensions 


-- New South Wales New Zealand Canada 

Scope and Conditions for |Non-contributory. Non-contributory. _ _|Allowances are paid to mothers in 
Pensions. Bor to widow with dependentjApplies to widows of insufficient] respect of dependent children in 
child under 14. means who have dependent chil-| all provinces but Quebec, New 
Applies to widow alone if she is at} dren under 15. Brunswick and Prince Edward 

least 50 and destitute, or for Island. ‘ : 
6 months after husband’s death Scope of the Acts varies with the 

if unprovided for. provinces. 

Financial Resources......... Public Treasury. Public Treasury. Provincial treasury except in Al- 
berta) where municipalities share 
the cost. 

Ponalite: s+. saab essa Cash supplement for each child)Widow: maximum of £1 per week. |Amount of allowance varies with 

under 14 entirely or mainly de-|Children: maximum 10s. per week| the provinces. 
pendent on the widow. for each child. 
TABLE 24 


Sickness Insurance, including Maternity, Invalidity and Death Benefits (*), (*), (°) 


Great Britain Germany France 


Scope and Conditions for|Compulsory for all employed persons}|Compulsory for all employed persons.|Compulsory for all workers whose 


Benefits. aged 16-65 except non-manual|Certain provisions for voluntary in-| annual remuneration does not 
workers earning more than £250)  surers. exceed a specified amount. 
a year. Reduced benefits after 26 To qualify for benefits, must have 
weekly contributions, full benefits paid 30 franes during preceding 
after 104; medical benefits im- ; 6 months or 60 during preceding 
mediately. twelve. 
Provisions for voluntary contri- 
butors. 
Financial Resources......... Equal contributions by employer and|Equal contributions by employer and|Equal contributions by employer and 
employee of 43d. per week each. employee. employee. 
State pays one-seventh of cost of/Rate proportional to amount of|Rate proportional to amount of 
benefits for men and one-fifth for} wage. wage. 
women; also entire cost of central State subsidy. 


administration and part of local. 


Wash Benefits: sc zccccael sas 15 shillings per week for 26 weeks|50 per cent of basic wage from 4th|50 per cent of basic wage from 6th 
from 4th day of sickness. Benefits} day of sickness for 26 weeks. If} day of sickness for 6 months. 
cease when old age pensions| head of family in hospital family; Allowance is increased by 1 franc 


begin. receives a benefit equal to half the} a day for each dependent child 
sickness benefit. under 16. 
Medical ‘Care /.cemiyres sire Medical treatment and drugs for as|Medical and dental treatment, drugs|Medical attention for worker and 
long as necessary for worker only.| and therapeutic appliances for 26 family including medicines. 
weeks. Worker must pay 20 per cent of 


Hospitalization and nursing in home.| charges or 15 per cent depending 
Medical and dental treatment for) on wage group. 


family. 
Other Benefits; on.5.220.0- esnni Maternity benefit. Maternity benefit. Maternity benefit. 
Invalidity benefit. Funeral benefit (4). Invalidity benefit (¢). 


Invalidity benefit (°). 


(*) Based on reports of the International Labour Office. 

(*) Other countries with systems of compulsory sickness insurance are Austria, Bulgaria, Chile, Denmark, Ecuador, Esthonia, Greece, 
Holland, Hungary, Iceland (optional), Italy (in part), Latvia, Lithuania, Luxemburg, Netherlands, Norway, Peru, Poland, Portugal (optional), 
Rumania, Serbia, Switzerland (in part), U.S.S.R., Yugoslavia. 

(°) Other countries with systems of voluntary sickness insurance (usually subsidized), Sweden, Finland, Belgium, Spain. 
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TaBLE 24—(Continued) 


Sickness Insurance, including Maternity, Invalidity and Death Benefits (*), (°), (©) 
a 


Czecho-Slovakia 


se 


Scope and Conditions for Benefits. Compulsor 


Financial Resources....... 


Cash Benefits............. 


Medical Care............ 


Scope and Conditions 
Benefits. 


Financial Resources....... 


Medical Care... 2.0.00. + 


GPE IBENELUS. 5. oie sss 0s 


eae 


4 weeks’ contributions before 


wage. 


‘ory for all except casual workers, 
No qualifying period for workers but he must pay 


Japan 


Compulsory for industrial workers, including miners 
ft 1 ; and transport workers. 
his family qualifies.|No qualifying period except for maternity benefit. 


Kgual contributions by employer and empl E ibuti 
C ployee|Equal contributions by employer and employee 
according to a percentage of the average daily : whe po 


except in unhealthy work where employer may 
be charged two-thirds. 


Employer pays whole contribution where worker|State contributes 10 per cent of benefit cost. 


receives no cash income. 


Rate varies with wage class 
average daily wage. 


tion of sickness. 


Benefit from 4th day of sickness for one ae 60 per cent of basic wage from 4th day of sickness for 


but usually 2/3 of} 26 weeks. 


Medical treatment for worker and family for dura-|When hospitalization given, daily benefit is reduced, 


but account is taken of family responsibilities. 


Hospitalization, during which family entitled to 4 


the sickness benefit. 


moe eke Maternity benefit. 


Funeral benefit (4). 
Invalidity benefit (¢). 


Maternity benefit. 
Funeral benefit. 


Australia (Jan. 1, 1939) 


for|Compulsory for all employed persons 


over 14 except non-manual work- 
ers earning more than £365 a year. 
To qualify: 26 contributions re- 
quired for sickness benefits, 104 
for disablement benefits. 
Benefits cease when old age pensions 
begin. 


...|Equal contributions by employer and 


employee. 

Eventual total rate of 4s. weekly for 
men and 2.6 for women. 

This covers all social insurance 
benefits. bres 

Commonwealth contribution. 


(CUNEO) J SCS he Payable for 26 weeks: 


Men, 20s. a week. 
Women, 15s. a week. 

Dependent children under 15, 
3.6, each. , 
Benefits cease when old age pensions 

begin. 


Free medical treatment and medi- 
cines for contributors only. 


only for weekly contribution of 
8d. shared equally by employer. 
[ae SE gE ae ee 


Australia (at present) Union of South Africa 


Voluntary scheme undertaken by/Voluntary insurance based on 
friendly societies in each state. friendly societies. 


Contributions from members. Contributions from members. 
Contributions usually paid into 2 
separate funds: 
(a) for sickness and funeral 
benefit. 
(b) for medical and adminis- 
trative expenses. 
State subsidy in New South Wales 


for older people. 


Maximum weekly rates of from|Where cash benefits given, flat rate 


£1.1s to £3, payable for duration| system used. 


of illness. 


Juniors (14-16) get medical care|/Some societies give hospitalization 


i t benefit of 15s. for men|Invalidity Benefit. 
Pee es women per week|Funeral Benefit. 


Medical attendance and drugs for|Medical attendance and drugs. 
insured persons and families. Certain societies give additional ben- 


} efits. 
on payment of an extra premium. 


Some societies pay a funeral benefit. 


with allowance for children. 
writ allowance for children | 


(2) In Czecho-Slovakia a funeral benefit is granted in case of death of a member of the family and in Germany it may be granted on the 


death of a wife or child. 


(*) These payments not li 
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TasLe 24—(Concluded) 
Sickness Insurance, including Maternity, Invalidity and Death Benefit (*), (°), (°) 


Irish Free State 


Scope and Conditions for 
Benefits. 16 years and 
make more than £250 annually. 

Reduced benefits after 26 weekly 
contributions; full benefits after 


104. Worker’s family not covered. 


Equal contributions by employers 
and male employees. 

25 per cent less for female em- 
ployees. 

State contributes 2/9 of cost of 
benefits and of local administra- 
tion plus whole cost of central 
administration. 


Financial Resources.......... 


Benefit from 4th day of incapacity 
for 26 weeks. 

Insured woman who marries loses her 
acquired rights and is given a 
lump sum marriage benefit. If 
she goes on working, she must 
begin afresh. 


Cash Benefits 


Medical Care 


26 weeks; thereafter a disablement 
benefit at a reduced rate. 

Both cease at 70 when old-age pen- 
sions commence. 

Additional benefits (hospital, dental, 
etc.) may be paid if there is a 
surplus. 


Invalidity benefit. 
Maternity benefit. 


Other Benefits 


Compulsory for all employed persons|Organization by medical districts 
over who do not} and local option. 


Medical attendance and drugs for More, surgical and dental care; 


Commission may institute clinics for 


Alberta (‘) British Columbia (‘) 


‘Compulsory for all workers earning 
less than $1,800 annually. 

Chief exceptions: agriculture and 
domestic service. 

Qualifying period: 4 weekly con- 
tributions. 

Includes worker’s family. 


Compulsory for wage-earners and 
may be for other income-earners. 

Chief exception: female domestics 
not earning more than $12 a 
month cash. 


Employee: 2 per cent of wages with 
weekly minimum of 35c. and 
maximum of 70c. 
annum. Employer: 1 per cent of payroll 

Wage-earner: $2.10 per month. with weekly minimum of 20c. 

Employer: 81c. per month. and maximum of 365c. 

Other income earners: $2.82 per\Government pays cost of organiza- 
month. tion only. 


Province: $11.28 per resident per 


annum. 
Municipality: $3.22 per resident per 


None. None. 


Medical and surgical care, hospitali- 
zation, drugs, medicines, dressings, 
laboratory services and diagnostic 
aids includin 


ospital, nursing and diagnostic 
services; drugs, medical and sur- 


gical supplies and appliances. g X-rays. 


Other benefits, e.g., dental, if suf- 
ficient funds. 


0 Prenatal and maternity treatment. 
preventive work and promotion of 
public health. 


(*) The British Columbia statute was proclaimed on May 18, 1937, but is not in operation. The Alberta statute was proclaimed on July 24, 


1935, but no medical district has as yet voted to adopt the plan. 


A second conclusion is that compulsory insurance 
has stood the test of experience better than volun- 
tary insurance. There have been numerous switches 
from the latter to the former but none in the other 
direction. Compulsory insurance ensures proper 
coverage; and if people are not covered by the 
insurance system the whole cost of relieving them, 
if they become needy, falls on the state. Further- 
more no country has a broad system of voluntary 
insurance that functions without state subsidies, 
and there is always pressure to have the amounts of 
such subsidies increased. 

A third conclusion is that central administration 
is the invariable rule with unitary states and the 
trend among federal states. No country has local 
administration in this field. Among federal coun- 
tries, Switzerland has decentralized administration 
while Australia, the South American federally- 
organized countries and the U.S.S.R. favour federal 
legislation and administration. The United States 


has a national system of old age insurance, state 
administration of unemployment insurance, and a 
national system of unemployment and old age in- 
surance for railway workers. Social insurance 
almost invariably involves contributions from the 
employer and employee and often the state, in 
return for which the insured persons receive bene- 
fits as a matter of right. These benefits are not, 
therefore, state philanthropy. Consequently there 
is no “ means test.” in social insurance and no need 
for detailed knowledge of the circumstances of 
beneficiaries. The traditional argument for local 
jurisdiction, that local officers have special knowl- 
edge of the needs of claimants, therefore does not 
apply. Social insurance operates automatically 
once the contributor has fulfilled the stipulated 
requirements. It is a modern development, a 
business method whereby the employer and the 
employee co-operate under the direction of the 
state to meet known hazards of the economic system 


for the worker. It involves none of the customary 
techniques of state assistance to needy and depend- 
ent groups and there is no reason why it should be 
regarded as in the same administrative category. 
In fact there is danger in lumping social insurance 
together with other social services, as Great Britain 
found out with unemployment insurance, because 
of a tendency to make the insurance scheme carry 
welfare burdens that have no relation to it. 

As a business proposition, most types of social 
insurance can be most efficiently administered by 
the central or federal government. In a federal 
state, a national system of social insurance would 
avoid unnecessary duplication and would thus effect 
economies in the setting up of administrative 
machinery. Technical problems such as the invest- 
ment of insurance funds, which if unplanned and 
unco-ordinated, might have unfortunate results on 
the financial structure of the country, could be 
handled in a unified way and with an eye to the 
effects of policy on the whole country. And finally, 
a federal system would give the maximum amount 
of protection against the costs of insecurity because 
it covers the whole country. 

There is another general consideration which is of 
great importance in the Canadian situation. It is 
most important for the efficient functioning of Can- 
ada’s economic system that nothing be done to 
impede the mobility of labour. The highly seasonal 
nature of the country’s industry makes this much 
more important for Canada than for most coun- 
tries. In a national system of social insurance the 
question of “ residence ” does not matter, but if each 
province had its own system of social insurance, or 
if some provinces provided social insurance and 
others did not, the question of “ residence ” would 
become important. A mass of regulations might 
spring up which would seriously restrict the mobil- 
ity of labour. Variations in relief regulations have 
already had that effect to a marked degree. 


2. UNEMPLOYMENT INSURANCE?! 


The foregoing analysis applies clearly to unem- 
ployment insurance which is the type of social 
insurance that presents perhaps the strongest case 
for federal control. Unemployment is a nation- 
wide problem demanding nation-wide coverage ; 
there would be no point in duplicating machinery 
for nine provincial systems and nine provincial 
funds; and such an organization would interfere 
with the mobility of labour. Although there are 
differences of opinion from other points of view, it 

21 For a discussion of whether or not unemployment is 4 
lasting problem, see page 56, et seq. 
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is generally agreed that from the viewpoints of 
economy and efficiency it is the Dominion govern- 
ment which could most effectively administer unem- 
ployment insurance. 

The chief argument for provincial jurisdiction is 
that of “ provincial rights.” It is part of the general 
plea for the retention of full responsibility by the 
provinces and municipalities for all the costs of 
unemployment, with the qualification that Do- 
minion grants-in-aid may be necessary in some 
circumstances. The arguments for provincial con- 
trol of unemployment aid might therefore be 
considered equally applicable to unemployment 
insurance. Those arguments, as advanced in the 
minority report of the National Employment Com- 
mission are chiefly (a) “in a democratic government 
the individual has a more responsible attitude to 
and interest in government to which he pays his 
taxes directly and which he sees functioning for 
himself and his neighbours. The further removed 
and more centralized government becomes and the 
less direct its taxing powers, the less easily can the 
individual relate his own responsibilities to his 
functions. No matter which government is re- 
sponsible for and administers relief of distress 
arising from loss of income because of absence of 
work, there will be constant pressure to increase the 
benefits and to enlarge the base of admittance to 
benefits. If responsibility and administration are 
centralized in the Dominion government, the impor- 
tant counter-pressure from local taxpayers will be 
eased.?2 

And (6), it is undesirable to admit, as setting up 
special machinery would admit, that unemployment 
is likely to be permanent. 

From the economic point of view it might be said 
that if a national system were based on flat-rate 
premiums and benefits it would not take into 
account regional differences in real wages. Premiums 
and benefits that were adjusted to Ontario, for 
instance, would not be suitable for the Maritime 
Provinces. This argument would not apply, how- 
ever, if the national system were based on wage- 
classes or on premiums and benefits that were a 
percentage of wages. 

The fear has been expressed in Ontario that if 
the Dominion contributed to a federal system of 
unemployment insurance, the Prairie Provinces 
would want it to contribute to a system of crop 
insurance on the grounds that they gained little 
from unemployment insurance. Assuming that the 
Dominion intended to contribute to the unemploy- 
"22 Final Report of the National Employment Commission, 


Memorandum of Reservations containing the Reasons for Dissent, 
p. 45, Ottawa, 1938. 
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ment insurance scheme (which, as we have seen, is 
not the practice in some countries) it does not 
follow that such a decision would involve it in 
larger total expenditures on the unemployed. The 
federal government now spends large sums of 
money for unemployment relief (see Part I, p. 15) 
and these expenditures would be cut down by a 
national system of unemployment insurance. 
Dominion contributions to unemployment insur- 
ance would be more in the nature of a shift in its 
expenditures on the unemployed rather than new 
expenditures. There would therefore be little basis 
for a demand for crop insurance merely because the 
federal government was embarking on unemploy- 
ment insurance, especially in view of the huge sums 
of money the Dominion is already spending on agri- 
cultural aid (see Part I, pp. 14 and 16. 

Actually, of course, crop failure and unemploy- 
ment are two entirely different problems, one 
relating to widespread emergency conditions for a 
given region, the other to a chronic or recurring 
condition for the whole country. The feasibility 
of crop insurance for crop failure covering a whole 
region is most doubtful, because insurance predi- 
cates, (a) reasonably predictable risks; and (b) 
spreading those risks by means of contributions or 
premiums over the whole group potentially subject 
to them. Drought is not predictable; and if, as in 
recent years, most of the insurable area is affected 
by it, there is no chance of spreading the risk. We 
may conclude then, first, that unemployment and 
crop failure are two distinct problems which must 
be attacked in the light of their own respective 
merits; second, that as long as widespread drought 
exists, there will be pressure from the Prairie Prov- 
inces for some sort of remedial action, and that this 
will go on regardless of what is done about unem- 
ployment insurance. 

It should be noted that the payment of unem- 
ployment insurance benefits would materially lessen 
relief costs to the governments responsible for them 
because insurance benefits are largely paid from 
accumulated contributions from employers and em- 
ployees, while relief payments are solely a govern- 
mental cost. A Dominion system of unemployment 
insurance would therefore relieve provincial and 
municipal governments of some of their present 
liabilities for relief without involving them in the 
new one of contributing to the unemployment 
insurance fund. 

It should also be noted that in no country to date 
has unemployment insurance been (or intended to 
be) a complete substitute for unemployment relief. 
Existing systems of unemployment insurance give 
benefits to insured persons for a definite period of 


time only, such as three or six months. Under 
ordinary conditions this will allow the worker 
enough time to find new employment but if by the 
end of the specified period he is still without work, 
the insurance system has no further responsibility 
to him. Existing insurance systems are therefore 
complemented by a system of unemployment aid 
to take care of those suffering from prolonged 
periods of unemployment. 

Table 21 shows that most of the large industrial 
countries have compulsory systems of unemploy- 
ment insurance, and those like France and Czecho- 
slovakia which do not, have heavily subsidized 
voluntary schemes based on trade unions and 
mutual benefit societies. Such organizations are 
not sufficiently widely developed in Canada to form 
the basis of a system, and in any event they have 
not stood the test of experience satisfactorily be- 
cause of the danger of incomplete coverage. Bel- 
gium and Norway are the latest countries to 
announce their intention of changing from volun- 
tary to compulsory unemployment insurance. In 
some of the compulsory systems, notably in Italy 
and Germany, the state makes no contribution to 
the fund, but under certain conditions this plan 
may be neither as equitable nor as sound economic- 
ally as that of Great Britain and other countries 
where the state contributes substantially.23 

Federally-organized countries show a considerable 
diversity but their trend is towards a national 
system because of its administrative simplicity and 
economy and the greater protection it gives both to 
the workers and to the public treasuries by its 
complete coverage. South Africa has a national 
system and so had Germany even before the pro- 
vineial organization was abolished by Hitler. 
Queensland, in Australia, has for some time been 
the only state in the Commonwealth to have a 
system of unemployment insurance in operation 
but consideration is now being given to the intro- 
duction of a national scheme. The Ince Report on 
Unemployment Insurance to the Parliament of the 
Commonwealth of Australia (1937) investigated 
three alternative systems for adoption in Australia, 
namely, 


(1) A series of separate state schemes under the 
independent control of the state govern- 
ments; 


(2) An Australia-wide scheme under the control 
of the Commonwealth government; 


(8) A series of uniform state schemes with a 
measure of Commonwealth control to secure 
uniformity. 


28 See p. 56. 


The Report strongly recommended the second 
alternative. 

The United States of America has adopted a 
unique arrangement in an attempt to overcome 
constitutional difficulties of a national plan. The 
federal government, under its taxing powers, levies 
a 3 per cent payroll tax on all employers, which 
goes into the federal treasury. If any state intro- 
duces a mandatory system of unemployment in- 
surance, approved by the federal government, the 
employers in that state may credit, as an offset 
against the federal payroll tax, the amounts which 
they contribute to the state insurance fund, pro- 
vided that the total amount of such credits do not 
exceed 90 per cent of the federal tax. The federal 
government makes grants for administration, which 
is presumably why it retains 10 per cent of the 
proceeds of the tax. About half the states now 
have systems of unemployment insurance in opera- 
tion and the others have made provisions for intro- 
ducing them. It is obvious that the United States 
arrangement is much more complicated adminis- 
tratively than a national plan would be. The 
relative simplicity of a national plan was one of 
the chief factors leading the Ince Report to recom- 
mend such a scheme for Australia. 


3. Op AGE 


That the low and intermittent nature of income 
for many citizens makes it impossible for them to 
provide adequately for their old age is a fact now 
recognized by every western industrial country. 
Steps were taken in many European countries to 
meet this need before the beginning of this century. 
At the outset two plans competed for favour, the 
contributory old age pension, first adopted by 
Germany in 1889 and the non-contributory allow- 
ance, first introduced by Denmark in 1891; the 
former is social insurance, and the latter public phil- 
anthropy. In the intervening period, several countries 
have dropped the non-contributory for the con- 
tributory principle, but none has made the opposite 
move. At the present time some of the important 
countries like Great Britain and the United States 
have both, the usual arrangement being that non- 
contributory allowances are given to all needy 
citizens above a certain age (70), while only those 
who belong to the contributory system are entitled 
to pensions below that age (e.g. from 65 to 70). 

Table 22 shows that twenty-six countries have 
compulsory contributory systems of old age pensions, 
six have compulsory contributory laws of limited 
coverage, while nine depend solely on non-contribu- 
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tory schemes. Under the compulsory contributory 
plans, pensions usually begin at the age of sixty- 
five, although in France benefits commence at sixty. 
In every case but that of the United States, the 
state contributes substantially to the funds. In the 
non-contributory class, Canada and the Irish Free 
State pay allowances at the age of seventy, while 
Australia and South Africa pay at the age of sixty- 
five for men and sixty for women. 


As already mentioned Australia expects to have 
a system of contributory old age pensions in opera- 
tion by January 1, 1939, The legislation provides 
for pensions of £1 a week for men and 15 shillings 
a week for women from the ages of 65 and 60 
respectively. In addition, 3 shillings and sixpence 
is paid for each dependent child under 15. The gov- 
ernment of New Zealand has also announced the 
details of a national superannuation plan which it 
will introduce at the next session of Parliament. 
The bill provides for pensions of 30 shillings a week 
for all men and women at the age of 60 who do not 
have a weekly income of more than one pound from 
other sources. These pensions will be financed by 
a tax on wages of one shilling on the pound, with 
an equal contribution by the state. 


In introducing the new Australian bill in the 
House of Representatives, Mr. Casey, the federal 
treasurer, gave the present and probable future 
costs of non-contributory old age and invalidity 
pensions as one of the chief reasons for basing the 
new legislation on the contributory principle. 
Under the existing non-contributory system the 
estimated number of pensioners for 1937-38 is 
311,000, and the cost is £15,850,000.24 On the basis 
of present trends the estimated cost for forty years 
hence is £32,000,000. “ The gravity of the prospec- 
tive growth in the cost of pensions is accentuated,” 
said Mr. Casey, “by the fact that, 40 years from 
now, there will be relatively fewer persons in the 
active productive age groups to bear the burden. 
According to the present and recent trends of our 
vital statistics, and on the assumption that there 
will be no material change in the rate of migration, 
which has prevailed during the last five years, the 
population of Australia will have begun to decline 
in considerably less than 40 years from now. : 
Unless something is done to put these plans on a 
contributory basis, no Government of the future, 
however well intentioned, could embark upon any 


24The number of old age pensioners in Australia is about 
three and a half times the number of invalidity pensioners and 
about the same proportion exists for costs. This means that both 
the number of old age pensioners and the cost of old age pensions 
are higher in Australia than in Canada, despite Canada’s larger 
population. (See Table 25 for the Canadian figures.) 
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worth while extension of our social services, without 
seriously threatening the whole financial fabric of 
the Commonwealth.”25 

Two conclusions stand out clearly from the 
experience of the various nations with old age 
pensions, first, that non-contributory pensions have 
a limited application, because the age limit must 
be fixed quite high if the burden on the national 
treasury is to be kept within reasonable limits; 
second, that the need of the aged definitely extends 
below that limit and will continue to do so because 
of modern industrial trends. The experience of 
Canada confirms both these conclusions. Regard- 
ing the first, no country has a higher age-level than 
Canada for non-contributory old age pensions 


although several have the same. Yet the cost of 
old age pensions for this country is rapidly be- 
coming a serious one. 

Table 25 summarizes pertinent facts relating to 
old age pensions in Canada, including the cost of 
pensions to the Dominion government in the past 
and for the last fiscal year. Close to 50 per cent of 
the people over 70 years of age receive pensions. 
The Dominion’s contribution for pensions has 
increased steadily and will continue to increase 
faster than the growth of population for some 
30 years (other things remaining the same) because 
of the large number of adult people who migrated 
to Canada within the last 30 or 40 years. 


TABLE 25 


Financial and Statistical Summary of Old Age Pensions in Canada as at March 31, 1938. (*) 
SS ee=c0S0———O~"oOaa—a—{w—@«{—<—n—=—=™mo>—' 


Percent- | Percent- : 
eee age of age of Domin- Pee 
No. of | Average ? nl Pne ed ion Contri- 
Effective Per M th rider over 70 sioners Contri- butt 
— Date of Act csi agel peerraa de Pads Yiclg years to | to Total | butions porta 
sioners Pension |to Total (®) Total Popula- | April 1/37- from 
het Popula- | tion ove Mar. 31/38 are . 
tion yrs 
No. $ % 7% % $000 $000 
Prince Edward Island...............- July 1, 1933 1,811 10-63 1-9 6-3 31-1 167 
Noval Saotia s.. sue semer cide nscs sera Mar. 1, 1934] 13,827 14-64 2-5 5-0 50-7 1,837 6,812 
Now Brunswitk senate eatealesea ser July 1, 1986] 11,142 13-68 2-5 4-2 59-6 1,334 2,202 
Qaeheod soe e iis Saat ena oe eerste Aug. 1, 1936] 46,490 17-84 1-5 3-1 48-4 8,386 (°) 10,731 
Ouiterios S90 80/12 VRE. cate te arueere etate Nov. 1, 1929 | 57,530 18-43 1:5 4-4 35-2 9,527 58 , 849 
Manitoba once cine aisty ih sak ae tat Sept. 1, 1928 | 11,800 18-66 1-6 3-1 52-7 1,997 12,702 
Shekatchewan. cae tome nates ere May 1, 1928] 11,775 16-45 1-2 2-3 53-3 1,758 11,442 
Alberta: (ia) sheets deee ese Aug. 1, 1929 9,726 18-30 1-2 2-4 52-8 1,561 8,055 
British Colimbia... ¢¢22 ce) sos Sel eaitice Sept. 1, 1927 | 11,563 19-18 1-5 3-6 42-5 1,956 11,913 
Northwest Territories................ Jan. 25, 1929 19-20 0-1 1-2 7-4 2 1 
175,673 16-70 LAC” ia beak ha Mee Ree Bee 28 , 525 123 ,399 


See eta) Wn ee ree ho Par ee a Oe hc PR AE ed a dat 5 Ee eee re hee be eB hs Se 
(*) Quoted in the Dominion Department of Finance Report on the Administration of Old Age Pensions in Canada, 1938. 


(*) Percentages based on estimated population as at June 1, 1937—Dominion Bureau of Statistics. 
(°) Includes payments from August 1, 1936 for certain pensions granted during the fiscal year 1937-38. 


25 The Argus, Melbourne, May 5, 1938. 


Table 26 she an estimate of the cost of old age 
pensions to the Dominion and provinces at ten- 
periods until 1971. 5 


TABLE 26 


Estimate of Cost to Provinces and Dominion of Old A i 
in 1941, 1951, 1961 and 1971 (*) Pensions 


Populati : 

iy ea Estimated 

ie Bas of 
70 7 enslons 
20-69 yr. Set. $000 

by ied 6,879 463 46,300 
1GGle Foe , 7,799 620 62,000 
AOA Mas towiensens 8,410 822 82,200 
i come ae 9,222 928 92,800 


(#) Department of Finance Report on the Administrati : 
Old Age Pensions in Canada, 1938. : mshi phy 


If the basis of the Act remains unchanged and 
present tendencies continue, it is calculated that 
the cost will be $92,800,000 in 1971. 

Regarding the second conclusion a substantial 
percentage of the aged people in Canada below the 
age of 70 are “ unemployables,” as the registration 
figures of the National Employment Commission 
indicate. But many of those who are employable, 
above the age of 40, will never obtain steady work. 
Most manufacturing industries prefer younger em- 
ployees because of their greater vigour and because 
of the high-speed nature of modern manufacturing 
processes. This means that after any period of 
lay-off many workers over 40 will never be 
re-hired.26 

Only a limited number of industries have private 
retirement schemes, but they are not an unmixed 
blessing. They make employers unwilling to hire 
persons over 40 even for clerical work because they 
are closer to the retirement age. Furthermore, 
there is often no security for those on the private 
pension scheme, because during any major depres- 
sion many workers will have to be dismissed and 
an efficient manager will dismiss the workers he 
considers to be most inefficient, usually the older 
workers, 

Although it would not answer the problem of the 
“old at forty” type of person, a downward exten- 
sion of the age limit for old age pensions such as 


ormation on the extent to which 
i Deputy 


that little discrimination actually_takes place. et 
hepa hie Sactalary of Labour in the United States felt that 
imi idespread that a kg os emai 
i Employment Problems o er Workers 
Sa an tiara, overcoming it. The International Labour 
Organization is making a similar study. 
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would be allowed by the introduction of the con- 
tributory principle would be a decided step forward 
in meeting the problem of the dependent aged. 
Just where the age for pensions would be set would 
depend on such factors as the rate of contribution, 
the amount of pension and the extent of govern- 
mental subsidy, if any. A generous age-limit, say 
at 60 instead of 65, would undoubtedly mean gov- 
ernmental contribution, but not necessarily an 
added cost for governments. The increasing speed- 
up of modern industry has meant that more and 
more workers become incapable of supporting them- 
selves somewhere between the ages of 40 and 60. 
Periodic business depressions, which literally wipe 
out the savings of large sections of the working 
class, intensify this trend. These people have to be 
provided for by some form of governmental relief, 
all of which comes out of public treasuries. A sys- 
tem of contributory old age pensions with a reason- 
ably early age for the beginning of pensions would 
help provide for them under conditions where the 
public treasuries are paying only a part of the cost. 
And furthermore by tending to take off the labour 
market those workers between the ages of 60 and 70 
who have jobs, it would open up a type of position 
that the unemployed between the ages of 40 to 60 
can fill. 


Table 27 gives the number of persons in receipt 
of material aid to which the Dominion contributed 
by age groups, province by province, as at March, 
1938. These figures cover heads of families, indi- 
viduals without dependents and employable de- 
pendents of family heads. The breakdown for age 
groups is not available for “non-worker type depend- 
ents.” The figures include all the provinces but 
New Brunswick, which does not give material aid. 
There were 12,090 or 5:5 per cent of the total num- 
ber receiving material aid between 65 and 69 years 
of age, 14,083 or 6-4 per cent of the total were 
between 60 and 64 years of age, making a total of 
26,173 persons between 60 and 69 years of age 
inclusive, or 11°9 per cent of the total number 
receiving material aid. 

In addition, a substantial number of other persons 
in the upper age-groups are in receipt of one form 
or another of public assistance under war veterans’ 
allowances, war veterans’ unemployment assistance, 
mothers’ allowances, provincial or municipal poor 


relief, etc. 
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TABLE 27 


Numbers of Persons in Receipt of Material Aid to which the Dominion Contributed , 
by Age Groups and Provinces, March, 1938 (*) 


(exclusive of farm operators and non-worker type dependents) 


All Ages 65-69 years 60-64 years 
Per- = Per- 5 
_ centage ‘er~- centage er- 
Num- | Per Num.- | of Do- rh wy Num- | of Do- | cen 
ber cent ber | minion| of ber | minion| of 
Total | Ages Total | Ages 
Prince Edward 
Island....... 1,355 0-6 92 0-8 6-8 70 0-5 5-2 
Nova Scotia. 3,289 1:5 139 1-1 4:2 133 0-9 4-0 
New Bruns- 
Me WICK (B) cach e's dig ceed Ue de we mech ov aetad salslols patell clade, alteanll Gee cmteatb A os RET eet 
uebec........ 48, 162 21-7] 1,446 11-9 3-0 | 2,134 15-2 4-4 
Ontario........ 85, 38-7 | 6,052 50-1 7-1 | 6,164 43-8 7-2 
Manitoba...... 20,227 9-2 955 7-9 4-7 | 1,256 8-9 6-2 
Saskatchewan,| 26,780 12-1} 1,517 12-5 5-7 | 1,518 10-8 5-7 
SC eee 387 6-9 794 6-6 5-2 991 7-0 6-4 
British 
Columbia...} 20,613 9-3] 1,095 9-1 5-3 | 1,817 12-9 8-8 


Canada......|221,548 | 100-0 | 12,090 | 100-0 5-5 | 14,083 | 100-0 6-4 


8 From the National Registration. 
) New Brunswick does not give Material Aid. 


The introduction of contributory old age pen- 
sions brings up an important point of national 
policy about which it is necessary to be clear. Such 
a system takes many years to reach its maturity, 
that is, to reach the stage where it will carry itself. 
We may take the example of Great Britain and the 
United States to illustrate this point and assume 
that contributory pensions will be payable to con- 
tributors at the age of 65. Suppose that from the 
moment the scheme is started contributions are col- 
lected from all workers over 18 and their employers. 
If the system is made to carry itself from the be- 
ginning, it means either that the older workers must 
be charged high premiums or more probably that 
the younger workers must pay a good share of the 
pensions of the older workers. Even if the pensions 
are on a Sliding scale, as in the United States, this 
is true. It is only when some 40 years have elapsed, 
that is, when the pensioners of 65 have been in the 
system from the beginning, that it is a “ mature ” 
system and can carry itself without penalizing the 
younger workers. To escape this inequity, the 
government of Great Britain subsidizes the con- 
tributory scheme. Similarly Australia is fixing the 
premiums for its new scheme as if it were a mature 
one and is subsidizing the system until maturity 
actually is reached. This is not only an equitable 
arrangement, but economically sound, especially if 
the state contribution is made from progressive 
taxation.27 Furthermore, this “ cost” to the state 
is not an absolute one because it must be discounted 
by the amount that is spent under existing arrange- 
ments on aged people of 65 to 70 incapable of sup- 
porting themselves. However, as in Canada the 


27 See the argument on page 56. 


provincial and local governments are paying most 
of the latter cost now, the introduction of contribu- 
tory old age pensions by the Dominion government 
should possibly involve some financial adjustment 
to take into account the additional burden it is 
assuming and the relief it is giving to local gov- 
ernments. 

It remains to be observed that non-contributory 
pensions could not be finally abolished even if the 
state extended the contributory principle above the 
age of 70. There would always be categories of 
workers who could not be easily fitted into a con- 
tributory system (such as casual workers and farm 
labourers), and some members of non-working class 
occupations (such as small shop-keepers), who 
would be incapable of supporting themselves in 
old age. 

As far as administration is concerned, the same 
arguments for a Dominion-wide system that apply 
to contributory unemployment insurance would 
apply here. With a problem that is nation-wide in 
scope, there is nothing to gain and a lot to lose by 
having nine duplicating systems with the necessity 
of complicated rules for establishing residence and 
for transferring from one system to another. It 
would be an unwarranted interference with the 
rights of the contributors to the system because of 
restrictions on their mobility, etc., and by the same 
token it would be economically bad for the country. 
On the other hand, provincial systems might be 
more inclined to take into account regional differ- 
ences in the cost of living and save public exchequers 
money on this score (if they contributed). This 
point would depend on the type of federal system 
envisaged. It would not be true of a federal system 
using a wage-percentage or a wage-class basis for 
premiums and benefits. 


4. Wipows AND ORPHANS 


It is paradoxical that modern society, based upon 
the social unit of the family and with its ideology 
largely built around that unit, should on the eco- 
nomic side largely ignore it. The system of wages 
pays no attention to the family.28 The married 
worker with a family finds, therefore, that at the 
very time when there are the greatest calls on his 
income for the bare essentials of food, clothing and 
shelter, he is faced with the most pressing need to 
provide protection for his wife and children against 
disease and the possibility of his own early death. 
The annual income of the average worker is too low 


°8 Although some countries have attempted to provide famil 
allowances as an integral part of the wage-system. See Paul 
Douglas, Wages and the Family, 1925. 


to enable him to buy this protection in the open 
market, so unless the state is willing to assist him 
through the medium of social insurance, he and his 
family are defenceless. 

The realization of the catastrophic impact of the 
premature death of the wage-earner upon the work- 
ing class family has caused a considerable trend in 
the direction of social insurance for widows and 
orphans. This type of insurance recognizes the 
importance of the child as a future citizen and the 
necessity of monetary aid to keep the family unit 
functioning in a reasonable manner where the wage- 
earner has died or been incapacitated. It realizes 
that most of the workers have no margin of income 
to buy adequate protection through regular com- 
mercial channels, the most important development 
here being “ industrial” insurance, which is chiefly 
used for burial expenses.29 Under these circum- 
stances, it has been considered good business as well 
as good social policy to prepare by a contributory 
pension scheme for a class of widows and orphans 
who would otherwise almost surely become public 
charges. 

The important industrial countries of Europe 
have had compulsory schemes for widows and 
orphans for some time along the familiar pattern 
of equal contributions from employer and employee 
with a state grant. Table 23 shows that seventeen 
countries now have such compulsory contributory 
pensions. These pensions are usually administered 
along with contributory old age pensions and in- 
validity insurance. In that case, one contribution 
is collected for all of them. In the new world, the 
tendency has been to put grants to orphans on a 
charitable basis and outright allowances are made 
under certain conditions where need is proven. 
Although there will always be need for this type of 
allowance because of people who do not qualify for 
the insurance scheme, there seems to be little reason 
for not following the well-tested example of older 
industrial countries and giving the widows and 
orphans of workers the more dignified and certain 
protection of a contributory insurance plan. Aus- 
tralia has already taken this step under its new 
National Health Insurance bill which provides for 
a widow’s pension of 15 shillings a week for life or 


29 . 75. The impossibility of the lower income groups 
een So ectien commercially is becoming more and pcre 
apparent as statistics of the actual distribution of oe poe - 
The most comprehensive survey of consumers income eters se 
that of the Natural Resources Committee of the pet tee : 
the year 1935-36, and published in 1938. It was a a ° Lined 
income and took into account income in kind as well as poe. 
income. It found that the lowest third of Anat ee 
receiving families averaged $471 for the year, oF ig on ee oa 
in this group being $780. Sixty-five per cent se ye ne 
the United States received less than $1,500. z ese care ane 
significance because it is generally agreed é en 
United States are on a higher jevel than in Canada. 
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until remarriage, and an allowance of 3 shillings 
and sixpence for each dependent child aged less 
than 15 years. The orphan’s pension is 7 shillings 
and sixpence for each child under 16 years of age. 

In Canada, substantial public funds are already 
being allocated for needy widows and orphans along 
our traditional lines of public charity. The chief 
form of public assistance, “ mothers’ allowances,” 
are given from the point of view of the child; they 
are to enable needy mothers to bring up their 
dependent children.2® Six provinces provide 
mothers’ allowances and the annual payments 
amount to about $7,500,000. A thorough-going sys- 
tem for social security would provide pensions for 
the widows and orphans of wage-earners as part of 
the contributory system of social insurance. How- 
ever, such pensions would not do away with the 
necessity of provincial provision for mothers’ allow- 
ances. There are other causes of the dependency 
of mothers and children than widowhood and 
orphanage, notably, desertion, divorce, imprison- 
ment and the mental or physical incapacity of the 
father. Furthermore, the coverage of the national 
system would not be broad enough to include all 
needy widows and orphans. The inauguration of a 
national system would, however, relieve the prov- 
inces of a substantial portion of the payments they 
are now making for mothers’ allowances. 

The experience of other countries indicates that 
such a system could best be administered by the 
Dominion government as part of a general structure 
of social insurance. The advantage here would be 
decided economies of administration. In Great 
Britain and Australia, for instance, insurance for 
old age, invalidity, health and premature death are 
all administered as one system. The employer and 
employee pay one contribution only so that there 
is the minimum of inconvenience and cost of col- 
lecting. And as the insured persons receive their 
pensions as a matter of right once death or invalid- 
ity is established, this is a type of protection par- 
ticularly well adapted to national administration. 
On the other hand, if other forms of social insurance 
were on a provincial basis in Canada, it would be 
more economical and less troublesome to business 
men to administer widows’ and orphans’ insurance 
in conjunction with them. 


5. SICKNESS 


Sickness is perhaps the most constant threat to 
the security of the worker and his family. The 
most recent and comprehensive information on the 


80For details of mothers’ allowances in Canada including 
costs, see Part I on Public Assistance, Chapter 4. 
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extent of disabling illness is furnished by the Pre- 
liminary Reports of the National Health Survey of 
the United States Public Health Service. It is 
reasonable to assume that these findings would hoid 
relatively true for Canada. 

For the survey year of 1935-36, it was found that 
“six million people in the United States are unable 
to work, attend school, or pursue other usual activi- 
ties each day during the winter months on account 
of illness, injury or gross physical impairment 
resulting from disease or accident.”%1 The pro- 
portion of those sick was found to vary with age. 
As Table 28 shows by far the highest rate was for 
the 65-and-over group. This fact is of interest to 
a system of social insurance because, in the absence 
of free medical treatment under health insurance, 
it should be taken into account when determining 
the amount of old age pensions. 


TABLE 28 


Proportion of 2,308,588 Persons in 81 Cities Disabled on the Day 
of the Visit, by Ages, 1935-36. (*) 


Ratio of 
the Per- 
centage in 
Age Group (in years) Percentage Each Age 
Group to 
that for 
all ages 
All Ages. eta. ose til aa 4-5 100 
Wier Tow. ae eee eee 4.2 94 
Db24 pods ome Lie eee eee 38 2-5 56 
ZOGE NSS ais. Seat cc MOPAR eae: Bie 4.4 98 
Gbvand ‘Over Seenes ei eee ae 12-1 270 


(*) Bulletin No. 1 Sickness and Medical Care Series, p. 2. 


Even for the age group of 25-64, there was a sur- 
prising amount of disabling illness, 4:4 per cent of 
the total number in that group being disabled at a 
given time. 

The National Health Survey also investigated 
frequency, severity and disability rates of sickness 
with the results shown in Table 29. 


TABLE 29 


Frequency, Severity and Disability Rates of Illness by Age on the 
Basis of 2,308,588 Persons Canvassed in 81 Cities, 1935-36 (*) 


Frequency Severity Disability 
Rate Rate ate 
Age Group Disabling | Days of ce 

Mnesses | Disability | Disability 

Pp rman eb per Case er Person 

P stimated 
All Agesisid.i342 he cokes 172 57 9-8 
Under tiizack sno ee 232 26 6-0 
T6648, UN eat hentia 144 63 9-1 
65 and Over............ 265 123 32-6 


(*) Bulletin No. 1 Sickness and Medical Care Series, p. 4. 


81 Sickness and Medical Care Series, Bulletin No. 1, 1938, p. 1. 


The “disabling” illnesses covered by this table 
were those which disabled the person for a mini- 
mum of a week. The amount of such illnesses dis- 
closed was high, and the severity rates shown in 
Table 29 indicate the impact of sickness on the 
afflicted wage-earning family. For the age-group 
from 15-64, the average number of days of dis- 
ability per case was 63. The disability rate per 
year for all persons in the population was estimated 
at 9°8 days. If the same rate of disability were 
true of Canada, it would mean that about 104,000,- 
000 days are lost annually from work at home or in 
industry, and from school through illness disabling 
persons for one week or longer. 

Not only is sickness widespread, but its incidence 
is very uneven. Most families could probably 
budget for a small, regular amount of illness, but 
it is impossible for wage-earners to budget against 
the risk of serious illness. Studies of the American 
Committee on the Costs of Medical Care, 1928-31, 
clearly reveal this unevenness. Table 30 gives an 
analysis of the incidence of sickness on the basis of 
cost for 863 families with incomes less than $1,200 
and shows how heavily some families are hit. 


TABLE 30 


Distribution of 863 Families who had Incomes of less than $1,200 and Resided in Small 
‘owns or Rural Areas, According to Charges for Medical Care During a Twelve- 
Month Period, 1928-31 (8). 


(Number of Families whose Charges were in a Specified Range) 


Average | Under 


$10- | $30- | $60- | $100- | $200- | $400- | $700. | $1,000) | 
Charge | $10 | $30 | $60 | $100 | $200 | $400 | $700 | $1,000] Snd 
$44.18....| 289] 259 159] 74| 46| 24] 10 2 o| 863 


(®) Louis Reed, Health Insurance, 1937, p. 37. 


As the average income of these families was $817, 
there was no chance to budget for any but the 
smallest medical charges. Analyses of urban groups 
and groups with somewhat higher incomes made by 
the Committee, show a similar unevenness in the 
cost of illness to families. Under such cireum- 
stances, insurance is the obvious solution. 

Looked at from other angles, such as expenditures 
by income groups for medical care and the volume 
of service received according to economic status, the 
inability of the average working-family to meet 
medical costs can be further demonstrated.52 
Louis Reed, a member of the Research staff of the 
American Committee on the Costs of Medical Care, 
estimated that in the prosperous year of 1929, 71 to 
78 per cent of American families were not spending 
enough, on the average, to buy adequate medical 
care.33 
82 See The Incidence of Illness and the Receipt and Costs of 
Medical Care Among Representative Families, Committee on the 


Costs of Medical Care, University of Chicago Press, 1933. 
88 Op. cit., p. 181. 


_ There is no reason to believe that the situation 
is better in Canada, although statistics are not as 
satisfactory as for the United States. The Report 
of the Committee on Economies of the Canadian 
Medical Association, 1934, stated that, “The real 
problem, however, arises out of the ability to pay 
for such medical services as are required. This is 
not a new problem, nor one which has arisen with 
the depression.”34 Every commission appointed to 
investigate health insurance in Canada, as in other 
countries, found the average wage-earner unable to 
provide adequate medical care for himself and his 
family.35 

From the social point of view, there are additional 
reasons for the state taking an interest in the ability 
of its citizens to obtain proper medical attention. 
In the first place, it is increasingly felt that the 
physical fitness of the population is a matter of 
basic public interest like education. It is ironic 
that this opinion should be most advanced in mili- 
tary-minded nations but it is true that a physically 
fit and alert population is a national asset from any 
point of view, whether it be war, national income or 
human happiness. Secondly, it has long been recog- 
nized that preventive medicine is being used to 
only a slight degree of its potentialities. One of 
the chief reasons is that many low income receivers 
are unable to obtain regular examination and diag- 
nosis. The meeting of this need would not only 
save life and health but would probably reduce 
state expenditures on hospitalization, institu- 
tionalization, mothers’ allowances and other social 
services.36 Thirdly, the loss occasioned by sickness 
is a very important one for industry, and to the 
extent it could be reduced, industry would benefit. 
Aside from the loss in man hours, sickness causes 
loss through disorganization, even where a new 
worker is put on the job. The Bureau of Statistics 
estimated that wages lost in Canada because of 
sickness during the census year of 1931 were 
$40 million. Finally, there is the loss to society 
occasioned by preventable death and disability if 
proper medical care had been easily available. A 
calculation of this loss would be too risky to be of 
use, but it would be a large figure. Looking at the 
problem as a whole, then it can be seen that this 
form of social insurance would increase the national 
income as well as national health and welfare. 


84At p. 6. -¥ 
85 Report of the British Columbia Royal Commission on State 
Health TP ceeanies and Maternity Benefits, 1932; Reports of Alberta 
governmental commissions on health and medical services In 1929, 
1933 and 1934; Seventh Report of the Quebec Social Insurance 
Commission, 1933; Reports of the, Select Standing Committee on 
Industrial and International Relations (Ottawa), 1926-29. 
36 See A. E. Grauer: Public Health, for an elaboration of this 


point. 
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In view of these facts, it is not surprising that 
health insurance is, along with old age pensions, the 
most widespread form of social insurance. Table 
24 shows that 30 countries have adopted compul- 
sory sickness insurance, while the number support- 
ing voluntary schemes has dwindled to a handful.#7 
No country has given up the compulsory principle 
for the voluntary and the former may be accepted 
as the one established by experience. As the British 
Columbia Royal Commission on State Health Insur- 
ance and Maternity Benefit found, 


“ Analysis of world legislation on State Health 
Insurance and related matters gives evidence of revo- 
lutionary changes of opinion in recent years. When 
a previous (British Columbia) Royal Commission 
inquired into this subject, European countries were 
by no means of one mind whether health insurance 
should be optional or compulsory. Since then it has 
become almost everywhere accepted that, to be 
effective, such insurance must be compulsory, the 
improvident, careless citizen, against whose necessi- 
ties it is most essential to provide, habitually neglect- 
ing opportunities to protect himself against possible 
sickness losses and remaining as before voluntary 
insurance laws existed, a prospective recipient of 
public aid if overtaken by misfortune. 

In other words, the voluntary sickness insurance 
plan has now become generally accepted throughout 
Europe as impotent to achieve results, and those 
countries which had previously expressed antagonism 
to the compulsion principle, one by one have come or 
are coming to accept it.”88 


Practically all systems of health insurance include 
invalidity benefits, funeral benefits and maternity 
benefits, either in the form of a lump sum or an 
allowance for a specified period or both. In Great 
Britain, funeral or “ industrial” insurance was not 
included in the state system of social insurance. 
The Parmoor Committee appointed in 1919 found 
that 44 per cent of the total premium inceme on 
industrial policies of private companies were ab- 
sorbed by expenses and commission. As a result of 
its Report (Cmd. 614) far-reaching changes were 
made with the result that, “It may fittingly be 
claimed for private enterprise that it has built up a 
system that has become an integral part of the 
national organization of Social Insurance. With 
the sweeping away of abuses, extravagance and 
laxity, the system, now closely guided by the State, 
gives the public fair measure for its premiums.”39 


37 4 Committee appointed to investigate the feasibility of 
introducing sickness and maternity insurance in South Africa 
reported in favour of a compulsory system for all manual and 
non-manual workers whose remuneration does not exceed £400 a 
year. Both medical and cash benefits were recommended. 


38 Progress Report, 1930. 
89 Percy Cohen, The British System of Social Insurance, p. 246, 
London, 1932. 
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In the United States, there has been persistent 
agitation against the funeral or “ industrial ” insur- 
ance provided by private companies on the grounds 
that premiums were too high. Since 1907, when 
Massachusetts extended the service of the savings 
bank to cover this type of insurance policy, New 
York has been the only state to take action on the 
matter. On March 16, 1988, a bill was passed allow- 
ing savings banks to deduct small monthly amounts 
from deposits, on request, for insurance limited to 
$1,000 per policy and $3,000 per person. It is 
claimed this plan will greatly reduce the cost of 
such insurance to the wage-earner.49 

Generally speaking, compulsory sickness insur- 
ance schemes provide two things; first, medical 
care, second, cash payments to replace the loss of 
earnings during illness. The earlier sickness insur- 
ance legislation stressed the latter benefit and was 
designed to prevent working families from falling 
into destitution when earnings were cut off by 
illness. Gradually, however, the need of medical 
care has received attention and now almost the 
primary aim of health insurance is to provide all 
necessary services to keep the worker and his family 
well. The ratio of disbursements for medical benefit 
to disbursements for cash benefit is 3:2 in Germany, 
4:1 in Denmark, 3:1 in Poland, and 34:5 in Great 
Britain. Under the proposed New Zealand legis- 
lation this trend is carried a step further and the 
government plans to supply the service of a general 
practitioner free to all citizens requiring it plus free 
hospital and sanatorium treatment, free medicines 
and free maternity treatment, including the cost of 
maintenance in a maternity home. Specialists’ 

40“This class has been served hitherto largely by what is 
known in the trade as ‘industrial’ or ‘burial’ insurance, in which 
the agent walks from house to house, collecting a dime or a 
quarter a week from the insured. Proponents of the new system 
have criticized ‘industrial’ insurance on the ground of high cost 
and high-pressure salesmanship, citing the frequent forfeiture of 
policies for non-payment of premiums. Under the new system, 
the wage-earner pays his premiums at the bank, eliminating the 
cost of house-to-house collection. He benefits by lower rates and 


the pees of loans or cash-surrender value if he cannot keep 
up the payments.” The New York Times, January 1, 1939. 


services are not included under medical benefits, 
but may be provided in the future under “supple- 
mentary benefits.” Such broad coverage is more 
difficult to finance, but it has the merit of creating 
a single organization for the prevention and cure 
of disease.41 

Medical care, instead of cash benefits, is also 
stressed in most systems by the inclusion of the 
wage-earner’s family. Of the countries having 
health insurance, Great Britain and Japan are the 
two most important that do not provide medical 
services for the worker’s family. In Canada, both 
the British Columbia and Alberta statutes make 
no provision whatever for cash benefits but provide 
very complete medical, surgical and hospital ser- 
vices for the worker and his family. The proposed 
Australian system follows the British example quite 
closely and does not cover the worker’s family, nor 
provide hospitalization for the worker. It there- 
fore differs markedly from the proposed New 
Zealand scheme which, as we have seen, covers all 
citizens. 

The importance of the various kinds of medical 
expenditure from the point of view of the citizen 
is shown in Table 31. This table is based upon 
material gathered by the American Committee on 
the Costs of Medical Care, but it should be a fair 
indication of expenditures on the various kinds of 
medical care in Canada. Drugs are usually supplied 
with medical service, and these two items accounted 
for nearly 50 per cent of American expenditures for 
medical care. Hospitalization and dentistry are the 
two other major categories of expenditure. 


41In 1930 the British Medical Association proposed a wide 
expansion of the British system to provide a complete medical 
service for all under a given income level. 

The same idea was expressed by the National Conference of 
Friendly Societies before the Royal Commission on Health In- 
surance; “It is, therefore, suggested that the best way of organizing 
the provision of medical treatment is to merge all existing forms 
of public medical service (including medical benefit under the 
National Health Insurance Acts) into one National Medical Ser- 
vice, thereby creating one unified organization for the prevention 
and cure of disease. Under this system the service would be 
provided for all persons below a given income level”. 
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TABLE 31 


Expenditures for Medical Care in the United States, 1936 (*) 
(Millions of Dollars) 


a a a cr gee 
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Service Total ee he bl oie Per cent 
Patients | Government Philanthropy| Industry 
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(*) Louis Reed, Health Insurance, p. 19. 


It can be seen that health insurance systems 
like that of Great Britain which do not provide 
hospitalization and do not cover the worker’s 
family leave a heavy burden on the worker. 
Although many countries provide cash benefits to 
cover the wage-earner’s loss of income while ill 
besides full medical care including hospitalization 
for the worker and his family, it is probable that 
if a choice had to be made between two systems, 
the British Columbia and Alberta provision of 
complete medical care for the worker and his 
dependents without cash benefits gives greater 
security than the British plan of limited medical 
care for the worker only with cash benefits. 

The funds for health insurance are typically 
provided by equal contributions from the employer 
and employee and usually a subsidy from the state. 
Under the British Columbia plan the employee and 
employer provide all the funds, the worker paying 
twice as much as the employer. The employer also 
pays considerably less than the employee under the 
Alberta legislation (which is on the basis of local 
option), but the province and the municipalities 
both contribute. 

All the health insurance schemes in operation 
are for industrial workers (broadly defined) only. 
It is difficult to see how health insurance can be 
provided for all persons of low income unless the 
funds are provided through taxation. This would 
be state medicine for the low income classes rather 
than health insurance. The British Royal Com- 
mission on National Health Insurance, commenting 
on this problem said:— 
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“But, if we may venture to pronounce on this 
matter, we are of the opinion that the difficulties of a 
composite support to a complete medical service from 
insurance funds as well as from grants and rates 
would be so considerable, alike in their financial, ad- 
ministrative and social aspects that some more prac- 
tical solution must be sought. In particular we feel 
sure that the wider the scope of these services, the 
more difficult will it be to retain the insurance prin- 
ciple. The ultimate solution will lie, we think, in the 
direction of divorcing the medical service entirely 
from the insurance system and recognizing it along 
with all the other public health activities as a service 
to be supported from the general public funds.’’42 


The suggestion of the Commission, then, is that 
medical care might be provided for all low income 
receivers out of taxation, while sickness (cash) 
benefits, and presumably invalidity and funeral 
benefits might be provided through sickness in- 
surance. 

The health problem of low income workers other 
than industrial workers is of special interest to 
Canada because of the large number of Canadians 
employed in agriculture. Health insurance, as 
practised to date, would not help these people, but 
there have been two interesting developments in 
Canada designed to meet their needs. The first is 
the development of the municipal doctor and union 
hospital, chiefly in Saskatchewan. Provincial legis- 
lation set up a Health Services Board which may 
approve contracts made by municipal councils for 
medical, hospital, dental and nursing services to be 
paid for by taxation.43 By this scheme rural muni- 


42 Report of the Royal Commission, 1928, p. 66. 
43 See A. E. Grauer, Public Health for details. 
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cipalities have been able to secure medical and 
hospital facilities which, otherwise, they would lack. 
Health insurance, as understood heretofore, would 
not supersede such a system because it would apply 
only to industrial wage-earners. The Saskatchewan 
development would appear to hold important pos- 
sibilities as a complement to health insurance on 
the agricultural side. 

The other development is the Alberta health 
insurance scheme. It provides for the care of all 
residents#4 of any medical district which votes to 
adopt the plan under local option. This plan fol- 
lows the usual procedure of contributions by the 
employee, employer and the government (both pro- 
vincial and municipal) but adds the novel feature 
of requiring all other “income earners’+° to pay 
$2.82 per month on demand. As a result, all the 
residents of a given district may be covered. How- 
ever, the premium charged for income earners is too 
high to meet the needs of agricultural workers or 
low income farmers. No medical district has as 
yet voted to adopt this plan. 


Medical Care for the Unemployed 


Substantial sums of money are now being spent 
by Canadian governments on medical care for the 
unemployed.46 This service has two major defects. 
In the first place, it is very uneven in coverage and 
variable in quality. In the second place, it does not 
help low-wage workers, whose medical needs are as 
great as those of the unemployed. A worker, 
especially one with a large family, going from relief 
to a job is therefore penalized. If governments 
concede the necessity of providing medical care for 
the unemployed, there is no logical reason why. they 
should not provide it for workers whose incomes 
are too low to enable them to buy it themselves. 
There is a highly fluctuating margin between low- 
income groups and the unemployed; and from the 
social point of view, not indigence, but inability to 
deal with sickness should be the criterion for public 
initiative in providing medical care. Present gov- 
ernmental subsidies could be used more effectively 
in a system of health insurance which would supply 


44.4 “resident” is defined as a person who has had a home or 
been a sojourner in a medical district for three successive months 
out of the preceding six. 

45 An “jncome earner” is any person in receipt of income 
whether temporary or continuous, but does not include a married 
woman whose income apart from her husband does not exceed $100 
per annum, a female domestic servant whose remuneration over 
and above board and lodging does not exceed $12 monthly, or a 
male person under 18 related to and residing with an income 
earner but receiving no remuneration for services other than board 
and lodging and having no other income. 


46 For details see Part I on Public Assistance, p. 28. 


adequate medical care for all low-income citizens, 
and not only the group whose need happens to be 
particularly obvious at the moment. 


Health Insurance Provincial or Dominion? 


The question of jurisdiction is more complicated 
here than with other types of social insurance, but 
the following are the chief arguments in favour 
of Dominion control. First, a national health 
insurance scheme would ensure that all parts of 
the country would benefit, whereas provincial 
jurisdiction might mean delay or inaction on the 
part of some provinces. When the objective is 
improvement in health, it is obvious that the 
broadest possible coverage is desirable. Second, 
a national system could probably be operated 
more economically than nine provincial systems. 
Third, health insurance of the traditional type 
would fit in very well as part of a national 
system of social insurance. Probably one system 
of collection could be used for health, old age, 
widows’ and orphans’, and invalidity insurance; 
and other types such as maternity and funeral 
insurance if they were decided upon. This would 
not only be an economy, but also a convenience 
for business men, who customarily act as collectors 
for the government. Fourth, a national scheme 
would obviate problems of residence that would 
arise if the provinces had jurisdiction over health 
insurance. There might also be a tendency under 
provincial control for workers to migrate to the 
provinces which had health insurance from those 
which had not, although this difficulty was not 
important in Australia where Queensland has for 
some time been the only state with unemployment 
insurance. 

The arguments in favour of provincial jurisdic- 
tion are, first, that provincial systems could probably 
be operated more efficiently. As already indicated, 
the trend in modern medicine is towards preven- 
tion, and in health insurance this means an objec- 
tive of complete coverage for all people whose level 
of income does not allow them to purchase medical 
care in the customary way. It means that there 
should be the greatest possible co-ordination of the 
medical benefits of health insurance with the 
ordinary public health services.47 The latter are 
in the provincial-municipal field where, by common 
consent, they should be. It follows that there is 
a valid argument for leaving the medical benefits 
of health insurance in provincial hands too. This 


47 This point is stressed by the Report of the Committee on 
Economics of the Canadian Medical Association, 1934, pp. 32-33. 


argument does not, however, apply to the cash 
benefits of the traditional health insurance system 
which are paid to take the place of the wage- 
earner’s income lost through sickness. As pay- 
ment of these benefits is more of a straight business 
matter, they might, if thought desirable in Canada, 
be more efficiently handled by the Dominion as 
part of a general scheme of social insurance. Such 
a solution would be in line with the Opinion of the 
British Royal Commission on Health Insurance 
already cited. Second, it is probable that hospital- 
ization could be better handled if health insurance 
were a provincial responsibility. All the provinces 
financially assist and to some extent control the 
hospitals and accordingly they would presumably 
be better able to co-ordinate the existing system 
with the hospital benefits under an insurance 
scheme. Third, there are distinct regional differ- 
ences in health needs in Canada and provincial 
responsibility for health insurance might provide 
a better basis for meeting those needs. For 
instance, health insurance as ordinarily conceived 
and as it is now being set up in Australia, would 
not meet the needs of the predominantly agricul- 
tural Prairie Provinces with their very special 
health problems. At the present time, the Prairie 
Provinces are not in a financial position to cope 
with their health needs but this is perhaps a matter 
for financial adjustment rather than functional 
adjustment. Fourth, health insurance will require 
a good deal more administration than other types 
of social insurance because of the widespread inci- 
dence of sickness and the inevitably high rate of 
turnover among those receiving benefits. Objec- 
tions to trying to administer services centrally for 
a huge area like Canada would therefore apply 
more pointedly to health insurance than to other 
types of social insurance. 

In conclusion, it should be noted that although 
insurance against loss of income through sickness 
(sickness benefit insurance) and insurance against 
the costs of medical attention (medical care insur- 
ance) have always been combined in one system 
of health insurance, there is no inherent reason 
why they should be so organized. As already indi- 
cated, there is a growing body of opinion in favour 
of their separation,48 and, in a federal system of 
government, it might be argued that each aspect 
of health insurance be tied jurisdictionally and 
administratively to the services with which it 1s 
most closely connected; sickness benefit insurance 


illi ick , (1937), J. 8. 
48 _ A. Millis, Sickness and Insurance 8: 
Falk ety yer Sickness (1936), Louis ee, Be 
surance (1937), Orr and Orr, Health Insurance wt 
(1938 
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to general social insurance for wage-earners, and 
medical care insurance to the other health services 
including hospitalization, mental hygiene and 
general public health. 


6. INVALIDITY 


All the arguments that support the granting of 
widows’ and orphans’ pensions on the premature 
death of the male wage-earner apply with more 
force to the granting of pensions on disability. 
The earning power of the wage-earner is com- 
pletely gone and in addition he is left a charge on 
whatever family resources exist. 

Interesting light has been thrown on this little- 
examined field by the National Health Survey of 
the United States Public Health Service, 1935-36. 
Its report on orthopedic impairments indicates 
first, an important amount of incapacity, and 
second, a definite relationship between annual 
family income and the prevalence of impairment. 


TABLE 32 
The Relationship of Annual Family Income to the Total Prevalence of Orthopedic 
Impairments and to the Occurrence of Incapacity Associated with These Impair- 
ments, 1935-36. (#), 


(based on 312,686 white and coloured persons in 8 cities) 


Ratio to rate among 


Rate per 1,000 persons, families with income 


Annual family income of $3,000 and over 
and relief status RSET to eemmea = 
neapa - neapa- 
Total | citating» | Total | citating 
Ail incomes: 55s: x. svaduas cave 20-2 Sk er eer Ge Pere es i: 
On relief. 4 o sta ahaip tat halal ca/aliane 29-5 6-7 271 372 
N lief— 

Oar ST DOR ooresGsecseenee 24-1 4-7 221 261 
$1,000 to $2,000............... 16-9 3-1 155 172 
$2,000 to $3,000............... 13-7 2-0 126 lll 
$3,000 and over..............- 10-9 1-8 100 


(*) Sickness and Medical Care Series, Bulletin No. 4, 1938, p. 8. 
(>) For 7 consecutive days or longer during a 12-month period. 


Table 32 shows that the prevalence of impairments 
increases markedly with each decrease in family 
income; and that the rate of occurrence of incapa- 
city was almost four times as great among persons 
on relief who were canvassed as among those with 
incomes of $3,000 and over. “Thus,” to quote 
the bulletin, “the heavy cost of orthopedic cases 
due to the length and intensity of treatment and 
in the case of the wage-earner to the loss of wages 
over a long period of time, places an excessive 
burden on those least able to carry it.” 

The Survey’s investigation of chronic illness 
causing chronic disability shows the same relation- 
ship between frequency and low income. Table 33 
summarizes the results of an examination of 651,716 
family heads in 81 cities in 1935-36. 
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TABLE 33 


Proportion of Family Heads Reported as Not Seeking Work Because of Illness Causing 
Chronic Disability, by Income of Family, 1935-36. (*) 


(based on 651,716 families in 81 cities) 


Number 
we 
seeking 
Annual family income and relief status fS) por work Per cent 
of chronic 
disability 
po Er ee ee ee me 88,090 4,616 5-2 
Non-relief:— 
Vidar S1000. , nares ecdsees' ats dexsateenans 157,177 3,738 2-4 
G1 DOU te $2,000 rc ha. ces nie Pesce ce sea apes 209, 088 1,721 0-8 
02,000 £0: $8,000 is ostionetcstecesssiinas ee 60, 134 308 0-5 
$3,000 and OVER. i isiscioe acne wercccbmeecve 31,792 138 0-4 


(*) Sickness and Medical Care Series, Bulletin No. 2, 1938, p. 3. “‘Chronic”’ diseases 
are those with symptoms of 3 months duration or longer. 


The frequency of chronic illness among heads of 
families on relief or with family incomes of under 
$1,000 annually was strikingly higher than for the 
better income levels.49 Again, the heaviest burden 
falls on those least able to carry it. 


In the light of such facts it is not surprising to 
find, as Table 24 shows, that provision for invalidity 
is an integral part of most systems of social insur- 
ance. Along with legislation for workmen’s com- 
pensation, it gives the low income family protec- 
tion against the sudden loss of income through the 
invalidity for one reason or another of the wage- 
earner. Without such protection, the majority of 
these families would become public charges. 


Invalidity insurance is administered in conjunc- 
tion with old age pensions in some countries and 
with health insurance in others. Both systems of 
administration appear to operate satisfactorily. 


49In an urban population of some two and a quarter million 
persons canvassed in the National Health Survey in 1935-36, 
persons in families with annual incomes under $1,000 represented 
about 40% of the surveyed group. 65% of the families had annual 
incomes below $1,500 and 80% below $2,000. 


7. INDUSTRIAL ACCIDENT AND DISEASE 


Workmen’s compensation for industrial accident 
and disease is the most widespread form of social 
insurance and one that is now in operation in every 
Canadian province but Prince Edward Island. 
This provincial legislation has already been 
analyzed.50 

The question arises whether any change of juris- 
diction is desirable here. The chief argument in 
favour of Dominion jurisdiction is that it would 
bring about uniformity with respect to benefits and 
other conditions. The case in favour of leaving 
responsibility with the provinces is, first, that there 
is now substantial uniformity as between the prov- 
inces and the trend in this direction may be 
expected to continue because of the functioning 
of the Association of Workmen’s Compensation 
Boards of Canada. Second, the Canadian systems 
of workmen’s compensation compare favourably 
with those of other countries, and, on the whole, 
measure up to the standards of the International 
Labour Organization, although their scope is 
narrower. Third, Dominion assumption of juris- 
diction over industrial accidents and disease would 
cause an upsetting of existing machinery, which is 
not true of other types of social insurance, and as 
long as existing machinery is functioning reason- 
ably satisfactorily there is no point in inviting 
dislocations. Fourth, workmen’s compensation does 
not fit in administratively with the other types of 
social insurance, so that there would be no admin- 
istrative economies by transferring it to Dominion 
jurisdiction. And as it is financed solely by levies 
on the employer it is not a financial burden to the 
provinces nor could it be fitted into the broader 
contributory base of the other types of social 
insurance. 


50See A. E. Grauer, Labour Legislation, Chapter 12. 


Apprenpix I 


GOVERNMENTAL ORGANIZATION FOR THE SOCIAL SERVICES AND 
ESPECIALLY FOR THE RELIEF OF UNEMPLOYMENT 
IN CANADA1 


1. Dominion 


There is no federal Department of Welfare or of 
Health and Welfare. The central government in 
Canada has, as we have seen, considerably fewer 
welfare functions than most central governments. 
In so far as the Dominion Parliament participates 
in health and welfare functions, it does so adminis- 
tratively chiefly through the Departments of 
Finance, Labour, and Pensions and National 
Health. The Old Age Pensions Act and housing 
legislation are administered by the Department of 
Finance, unemployment relief legislation by the 
Unemployment Relief Branch of the Department 
of Labour, and agricultural relief by the Depart- 
ment of Agriculture. The Dominion’s concern, 
however, is almost purely a financial one. 


2. PROVINCIAL 


The provincial and municipal administration of 
public health has already been looked into.2 Other 
welfare services are administered as follows:— 


(a) British Columbia 


Apart from the three important services of unem- 
ployment relief, old age pensions and juvenile 
courts, the health and welfare services are adminis- 
tered by the Department of the Provincial Secre- 
tary. Here are included the Provincial Board of 
Health, mental hospitals and psychiatric clinics; 
child welfare; industrial schools for boys and girls; 
mothers’ allowances; poor relief in unorganized 
territory; statutory and special grants to hospitals; 
the Home for Incurables and the Provincial Home 
for aged and infirm men; and administration of 
grants to private health and welfare services. A 
Welfare Field Service was set up under this Depart- 
ment in 1935, consisting of a supervisor and a staff 
of well-qualified social workers who are distributed 
throughout the Province. This is an interesting 
device to meet the geographical situation in British 
Columbia. “The different branches,” says a 


1 information about relief. in this appendix is 
ee Canadien Welfare Council’s admirable se 
Brady. on “Schedules of Relief and Assistance 12 Canada” and fro 


correspondence with the provinces. 
2See A. BE. Grauer, Public Health. 
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Departmental report, “ such as the mental hospitals, 
the Tuberculosis Division and the Venereal Disease 
Division, all require the services of social workers to 
make reports on home conditions, to make arrange- 
ments for a patient to go home after leaving an 
institution and to do many other jobs. But in a 
province with a population so thinly scattered as 
British Columbia it is clearly impossible for each 
branch to be represented by a social worker in the 
smaller towns. The Welfare Field Service solves 
this problem by having welfare visitors located at 
strategic centres, each of whom is required to per- 
form for any one of the six or seven different 
branches of the Department which may ask for 
assistance. Not the least of their services 
is that by helping to solve the problems of an indi- 
vidual in his own community they often succeed in 
making it unnecessary for him to go to a mental 
hospital, a tuberculosis institution or an industrial 
school.” 

Old Age Pensions are administered through the 
Workmen’s Compensation Board in the Department 
of Labour. The administration of direct unemploy- 
ment relief is handled through the Unemployment 
Relief Branch of the Department of Labour. Only 
about one-half of 1 per cent of the area of British 
Columbia, containing nearly 75 per cent of the 
population, is municipally organized. The distribu- 
tion of relief in the unorganized districts? is handled 
directly by the Provincial Government; otherwise, 
the local authorities are responsible for administra- 
tion. The Provincial Government has not at- 
tempted to lay down organization and procedures 
for the organized municipalities, but it has tried to 
control costs by setting up a maximum food 
schedule for families of varying size which is applic- 
able throughout the Province. However, in the 
twenty-eight districts, seventeen villages and all 
unorganized territory in which the Province handles 
administration directly, relief standards, practices, 
ete., are kept uniform. 


3Under provincial legislation, villages are only required to 
make provision for their own destitute residents where the revenue 
from taxes on land and improvements exceeds $5,000 either for the 
current year or for the last preceding year. nder this provision 
the relief of seventeen of British Columbia’s eighteen villages is 
administered directly by the provincial government. 
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The administration of the vast unorganized terri- 
tory of British Columbia is most interesting. 
“Government agents” are stationed in the thirty 
odd districts into which the Province is divided. 
They are sort of “ administrators-at-large” and 
perform a great variety of duties on behalf of all 
departments. As far as relief is concerned, the 
government agents act as relief officers in some 
thinly settled areas, but in other designated areas, 
departmental relief officers have been appointed 
who are directly responsible for administration. 


(b) Alberta 


The Department of Health is becoming more and 
more a Department of Health and Welfare. It 
covers mothers’ allowances, child care and unem- 
ployment relief. Old age pensions are administered 
through the Workmen’s Compensation Board, re- 
porting to the Provincial Treasurer. 

Six cities—Edmonton, Calgary, Lethbridge, 
Medicine Hat, Wetaskiwin and Drumheller—ad- 
minister their own relief, and determine their own 
relief rates. They receive a pro rata share of the 
Dominion grant and operate under little provincial 
supervision. Otherwise, all unemployment and 
municipal relief in the cities, towns, villages, muni- 
cipal and improvement districts, and in the Prov- 
ince generally, is administered directly by the Pro- 
vincial Commissioner of Relief and Public Welfare 
in the Department of Health. This is the most 
extensive of the provincial structures for the central 
administration of unemployment relief. 


(c) Saskatchewan 


The Bureau of Child Protection administers child 
welfare, mothers’ allowances and old age pensions, 
although old age pensions administration is for all 
practical purposes separate. The Commissioner of 
the Bureau of Labour and Public Welfare in the 
Department of Municipal Affairs administers direct 
relief, and agricultural relief is carried out through 
the Department of Agriculture. 

For relief administration, the Province falls into 
four divisions: the urban areas, the rural munici- 
palities, the local improvement districts and the 
drought areas. The larger cities operate their own 
relief organization and set their own schedules, but 
the Province can give fairly effective general super- 
vision through refusing to reimburse the cities for 
any items which it has not approved. With the 
other divisions, although relief is locally adminis- 
tered, the Province exercises more direct supervision 
and the Bureau has an inspection service through 
its district representatives. The local improvement 


areas are directly under the supervision of the 
Department of Municipal Affairs in any case, as 
they have not been organized to administer their 
own affairs. Residents in these districts are given 
direct relief and agricultural aid according to the 
same schedules that are used in the rural munici- 
palities. 

As in Alberta, direct relief in which the Province 
shares, is restricted to food, fuel, clothing and 
shelter. Payments for hospitalization, medicine, 
medical attention and funerals must be borne 
entirely by the municipalities. 


(d) Manitoba 


Manitoba is the only Province having a Depart- 
ment of Health and Welfare. A division of this 
department embraces mothers’ allowances, child 
care and similar forms of public assistance. Old 
age pensions are administered by the Workmen’s 
Compensation Board in the Department of Public 
Works. 

Unemployment relief is handled in the Depart- 
ment of Public Works. The Provincial Supervisor 
of Relief is the Deputy Minister of Public Works 
and the Deputy Minister of Labour which makes 
possible a unified handling of the different phases 
of the problem of unemployment. The adminis- 
tration of relief varies somewhat with the type of 
area. About 60 per cent of the population of the 
Province is in the Greater Winnipeg Area and it is 
here that the problem of direct unemployment 
relief is concentrated. Regulations for this area 
are made by the Greater Winnipeg Advisory 
Relief Commission, appointed by the Provincial 
Government and having representation from 
Winnipeg and each suburban municipality. Each 
constituent municipality, however, has its own 
organization for relief except for clothing which is 
distributed from a central depot. The Provincial 
Supervisor of Relief sits on this Commission and 
there is thus a direct connection between it and 
the provincial administration. The only other 
important city, Brandon, has its own relief admin- 
istration under general provincial supervision. The 
second type of area comprises towns, villages and 
municipalities in rural areas. These units are 
responsible for the administration of their own 
relief but are supervised and to some extent 
regulated by the Provincial Supervisor of Relief. 
It is interesting to note that all applications for 
relief must be passed upon by a Committee having 
representatives of taxpayers on it as well as local 
municipal authorities. Unorganized territory is 
administered directly by the Department of Public 


Works from a central office in Winnipeg; and for 
local inspection and _ investigation, government 
officials such as road engineers, school adminis- 
trators, ete. are used. 


(e) Ontario 


Ontario is the only province having a Depart- 
ment of Public Welfare. All the welfare services 
are administered by this Department, including 
the Children’s Aid Branch, mothers’ allowances, 
old age pensions, Boys’ Training School, Bowman- 
ville, and grants to refugees, orphanages, and 
voluntary welfare organizations, 

Unemployment relief is administered by the 
Minister of Public Welfare. For administrative 
purposes, the Province is divided into two areas, 
northern and southern Ontario, each of which is 
subdivided into districts served by provincial 
inspectors. Each municipality, however, has control 
over the details of its own relief administration. 
The Minister requires regular statements of relief 
expenditures and he has power to order an audit 
of the books, accounts and vouchers of any muni- 
cipality relating to relief. “Direct relief” is defined 
by Order in Council and besides food, fuel, shelter 
and clothing, it includes medical services and 
supplies and school books and supplies. Maximum 
scales of food relief have been laid down, and 
maximum allowances for shelter and light. The 
Province will also share in the cost of a specified 
list of household remedies. The local relief 
administrator determines whether such household 
remedies are necessary or not. 

In unorganized territories, relief is administered 
directly by the Province. 


(f) Quebec 


Private charity has always tended to overshadow 
public assistance in Quebec, and the two are carried 
on in relation to each other. The basic statute, 
the Public Charities Act, covers the welfare agencies 
eligible for subsidy from the Province, and provides 
that their “standard” costs shall be paid in equal 
thirds by the Province, the municipality and private 
charity, with residual costs being met by private 
funds. Under this Act, aid is confined almost 
exclusively to institutional care with the result that 
outdoor relief to persons in their own homes has 
been, and (with the exception of unemployment 
relief) still is left to private charity. 

As a result, the depression found neither the 
Province nor the municipalities equipped with an 
outdoor relief system on which to base unemploy- 
ment relief. Even yet, it is only the largest cities 
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that have municipal services for relief. Otherwise, 
it is either left to private effort or administered in 
conjunction with private effort. 

Provincially, an Unemployment Relief Division 
was first established in the Department of Public 
Works, transferred to the Department of Municipal 
Affairs, Lands and Forests in March, 1936, and 
finally to the Department of Labour in August, 
1936. It has been announced that a system of 
mothers’ allowances will be introduced before the 
end of 1938, and it will be administered under the 
Department of Labour. Old age pensions are ad- 
ministered in the Department of Labour. 

Unlike Ontario, provincial participation in relief 
extends only to food, fuel, clothing and shelter. 
The Province has not laid down detailed regula- 
tions, schedules and procedures for the municipali- 
ties but has the general power of approval of all 
practices as a condition of its financial contribution. 
The Province has tried to maintain the principle 
that it would only help such municipalities as were 
unable to meet the cost of relief by their own 
resources. 

The smaller towns and rural areas do not give 
relief according to specified schedules. The Pro- 
vincial Colonization Department gives aid through 
relief works here, and otherwise such local welfare 
services as exist give direct relief, supplemented 
usually by private charity. The customary form of 
administrative organization is the Local Relief Com- 
mittee formed of three persons, two representative 
lay citizens and a priest. The municipality is 
required to give relief by work if at all possible. 


(g) New Brunswick 


Welfare organization in the Maritime Provinces 
differs from that of the rest of Canada in that they 
long ago adopted the traditional English Poor Law 
system. Halifax and Sydney are the only cities in 
the Maritimes with a separate organization for un- 
employment relief. In New Brunswick, every 
county has its poorhouse or almshouse where indoor 
relief is given, while the Overseers of the Poor, 
elected annually by each municipality or parish, may 
also grant outdoor relief in special circumstances. 
It was through this system that direct unemploy- 
ment relief was administered until 1933, when 
unemployment relief was separately administered 
through offices set up under the Provincial Depart- 
ment of Public Works and supervised by the Provin- 
cial Relief Officer. Since 1936 the provincial govern- 
ment has discontinued direct relief and concentrated 
on public works. Where direct relief is given, there- 
fore, it must be paid entirely by the municipality. 
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Consequently, direct relief and poor relief have 
tended to merge again. The Province makes grants 
to certain municipalities for public works. 

There are no mothers’ allowances in New Bruns- 
wick; old age pensions are administered in the 
Department of Education, Federal and Municipal 
Relations; and the Children’s Protection Act under 
the Attorney-General. The Provincial Boys’ Indus- 
trial Home is separately administered. 


(h) Nova Scotia 


Nova Scotia also imposed unemployment relief 
on the parish poor relief system until 1933. The 
Province then set up a Supervisor of Relief in the 
Department of Labour, who, through a staff of 
inspectors, now gives province-wide supervision. 
The Province also requires the appointment of local 
Relief Committees of not less than three members. 
Otherwise, procedures, relief schedules, etc., are 
entirely up to the municipalities, although the 
Province limits its participation. This means the 
administration of unemployment relief through the 
parish poor relief system except in Sydney and 
Halifax. Food, fuel, clothing and shelter are the 
only expenditures the Province will share in. 

Most of the other provincial welfare services, 
including old age pensions, mothers’ allowances, 
neglected children and the Nova Scotia Training 
School, are administered under the Department of 
Public Health. Here again, the Department of 
Public Health is tending to become a Department 
of Health and Welfare. 


(i) Prince Edward Island 


As 75 per cent of the population of 88,000 is rural 
there is not so much need for the formal organiza- 
tion of relief services as in other provinces. Under 
the poor law legislation of the Province, distressed 
persons are entitled to a pauper’s fee of $5 per 
month. As far as unemployment relief is con- 
cerned, the Province makes provision for grants to 
incorporated towns under certain conditions, and 
otherwise, distributes relief from the office of the 
Deputy Provincial Secretary in small monthly cash 
payments, each by approval of the Treasury Board. 

The Province pays old age pensions through a 
separate Commission, but does not give mothers’ 
allowances. The Children’s Protection Act is ad- 
ministered by the Superintendent of Neglected and 
Dependent Children. 


3. MuNICIPAL 


All the larger cities now have a civic organization 
for administering unemployment relief. None of 
them had an adequate set-up at the beginning of 


the depression and the invariable experience was a 
more or less prolonged period of make-shift with 
most of the burden thrown on private welfare 
agencies before an adequate civic relief system was 
organized. Vancouver was one of the first cities to 
operate a fully organized Civic Relief Department, 
which administers not only unemployment relief 
but other types of social aid assumed by the city. 
The Toronto Department of Public Welfare was 
organized in 1931 and it also supervises all civic 
expenditures on public assistance. In Montreal, 
public funds were distributed through private 
charities until August, 1933, when a Civic Relief 
Commission was created. In 1934, it was superseded 
by an independent Unemployment Relief Commis- 
sion entirely independent of the municipal govern- 
ment. This body was replaced in July, 1937, by 
the city of Montreal Unemployment Relief Depart- 
ment (Division of the Department of Health of 
Montreal). Winnipeg is one of the few large Cana- 
dian centres which still maintains two distinet civic 
departments dealing with ordinary municipal relief 
and unemployment relief separately. In the Mari- 
times, where local organization for poor relief had 
been the rule before the depression, unemployment 
relief, with a few exceptions, simply became part 
of poor relief. 

Of the cities over 50,000 population, Saint John 
and Verdun are the only two that have no civic 
organization for direct relief. In Verdun, all able- 
bodied male heads of families are given work organ- 
ized by the civic Employment Committee, while 
unemployables and their dependents are referred to 
churches and private organizations for assistance. 
In accordance with provincial policy, Saint John 
has a work plan for both men and women. Families 
not under this arrangement are the objects of 
charity either through the local alms house or 
through private agencies and churches. 

Food and fuel are provided as a general rule, but 
according to no accepted standards of adequacy. 
Rent is not always provided, but usually is. Again, 
there is no standard; in some places it is fixed arbi- 
trarily, in others it is 200 per cent of taxes, in others 
100 per cent of taxes. Clothing is not always pro- 
vided; where it is, the central depot system is 
generally used. Medical care is not usually allowed. 
Household remedies and furnishings are not usually 
provided. 

Generally speaking, then, unemployment relief 
is restricted to bare essentials. Other things can 
only be obtained by saving on the bare essentials 
or by part-time earnings to the extent that they 
are allowed. 


APpPENDIx II 


MEDICAL PROVISION FOR THE UNEMPLOYED4 


THE Ontario Mepica, Rewer Scoemer 


The Ontario Medical Relief Scheme, started in 
March, 1935, and succeeding any previous arrange- 
ments made in particular municipalities, was made 
compulsory on all urban and rural areas in the 
Province. While its organization comes under the 
Department of Public Welfare, the scheme is 
sponsored by the Ontario Medical Association. 
This Association undertook the detailed adminis- 
tration of the scheme, and, through its committees, 
is the principal recipient and disburser of the 
government grant of 35 cents per month for each 
person in receipt of relief; while the Ontario Retail 
Druggists’ Association participates in the provision 
of medicines. A Special Medical Relief Division 
has been set up within the Ontario Medical Asso- 
ciation, with its own Board or Management 
Committee, which issues a separate annual report 
on the working of the scheme. 

Medical Relief Committees, composed usually of 
from three to five physicians, a representative of 
the Druggists’ Association, and the local relief 
officer, administer the scheme in regional units. 
The Committee as a whole is approved by the 
Medical Relief Board and by the Minister of Public 
Welfare, and its principal function is to scrutinize 
the accounts which are submitted monthly by all 
doctors and druggists within the area who elect to 
work under the plan. A flat-rate scale of fees is 
approved, and the doctor’s gross accounts at the 
end of the month is paid in proportion to the total 
funds available. Discretion as to allowance of 
charges for special services, medicines, etc., is left 
to the Medical Relief Committees. The payment 
of druggists’ accounts is on a pro rata basis similar 
to that for doctors’ accounts, a limit of 6 cents of 
the 35 cents per capita grant being set aside for 
these expenses. When approved, both medical 
service and prescription accounts are passed on to 
the Medical Relief Board of the Ontario Medical 
Association, who authorize the final payments. 

Eleven central District Committees have been 
set up, which perform the principal executive 
duties. The municipal authorities are also é 
integral part of the mechanism. The municipa 


4 Based upon L. C. Marsh, op. cit., chapters 21 and 22. 
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relief office makes a certified statement of the 
number of persons on relief in the area concerned 
during the month, and issues cards or other suit- 
able documents to the person on relief who applies 
for medical care; these are retained by the doctor 
chosen and submitted with his accounts. In 
rendering its relief accounts to the provincial gov- 
ernment, the municipality includes a separate 
charge for medical services and supplies, at the 
flat rate of 35 cents for each person on relief. 

The recipients entitled to benefit under this 
scheme are all persons on relief, including single 
men and women falling within such categories as 
are accepted by the municipalities, and the families 
of married persons in all cases. About 50,000 
persons a month (adults and dependents) have 
been receiving medical attention under the scheme 
since its inception. Some 2,500 doctors are now 
participating in about 600 municipalities through- 
cut the Province. The cost for the year 1935-36, 
of medical accounts only, was $1-2 million, and 
for 1936-37 about $1 million. The average number 
of patients coming under the care of a doctor has 
been between 20 and 30, and the average net 
amount paid per doctor between $30 and $40 per 
month in the larger centres of population. 

The Medical Relief Scheme provides only for 
sickness which can be treated by the general 
practitioner, for standard medicines, and for one 
special service, that of maternity care. Hospital 
treatment still depends on the availability of clinics, 
free wards in the hospitals, and the services of 
charitable agencies. Dental and optical care for 
the relief population has not been fully accepted as 
a provincial responsibility, and conditions vary 
from city to city. 


Mepicau SERVICES IN QUEBEC 


For the purposes of the Public Charities Act, the 
unemployed on relief are regarded as equivalent to 
indigents, and on this basis they may secure free 
entry to hospitals and other medical institutions. 
Otherwise, in the smaller municipalities and the 
rural areas there is no standard medical service for 
the unemployed. In a few towns and cities, the 
recurrence of sickness among the unemployed has 
led the authorities to incorporate some definite 
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arrangements for securing medical care in their 
relief organization, the costs of which are met from 
municipal funds. In Verdun, responsibility for 
medical care has been accepted almost throughout 
the depression. A panel of doctors who agree to 
take relief patients has been formed, and these are 
paid at a flat rate of $1 per visit; besides general 
practitioner service and medicines, operations, 
glasses, dental extractions, etc., may also be pro- 
vided in approved cases. In Westmount a special 
doctor is retained for relief patients; but in Quebec 
city, Sherbrooke, and Trois-Riviéres, only hospital 
clinics or charitable agencies are available. In 
many towns, medical care is still left to the unpaid 
services of family doctors, with the municipality 
sometimes meeting the cost of medicines, some- 
times making no undertakings in the event of 
sickness beyond the existing public health services 
of the city health officer, or facilitating hospitaliza- 
tion under the Public Charities Act. 

In Montreal, the Unemployment Relief Commis- 
sion in June, 1936, set up a Medical Relief Com- 
mittee composed of seven doctors (nominated by a 
group of local medical associations), one druggists’ 
representative, and certain relief officials. The 
schedule of “ primary ” fees for doctors’ services is 
similar to that agreed upon in Ontario, but the 
medical fund is furnished in Montreal wholly by 
the city, and is fixed at only 25 cents for each 
registered person on relief. The whole fund, except 
4 per cent for administration, is made available for 
doctors’ accounts, but each doctor has to make his 
own arrangements with druggists for the filling of 
his prescriptions. Other details, particularly those 
relating to the certification of relief patients, are 
substantially the same as in Ontario. 


Tue Maritime PRovINCES 


While Relief Committees were set up to supple- 
ment the work of the Overseers of the Poor in the 
main cities of the Maritime Provinces when unem- 
ployment increased after 1930, in most cases no 
specifie provision was made for medical services. 
In Halifax, reliance has been placed on the Health 
Clinie of the Dalhousie Medical School, and agencies 
such as the Visiting Dispensary and the Victorian 
Order of Nurses to which the city makes annual 
grants, with the result, as elsewhere under these 
circumstances, that the swollen burden of medical 
care has been carried through increased work on the 
part of outdoor clinics, greater pressure on the 
public ward space of the hospitals, and the accept- 
ance by doctors of many non-paying patients. In- 
dividuals or families, who have not been able to 


have recourse to these, may apply to the overseers 
who are empowered to grant medical care (through 
a hospital, doctor or other means) as well as 
material aid at the municipality’s expense, while, 
especially in the industrial districts, a few volunteer 
relief panels (of doctors accepting a specially low 
fee for relief patients) have been formed. In Saint 
John and Fredericton, orders on doctors in cases of 
medical need have been issued, and the costs met by 
the cities where these could not be “ worked out” 
by a member of the family, but chief reliance has 
been placed on clinics, the Victorian Order of 
Nurses, ete. As in Nova Scotia, the chief munici- 
palities have incurred increasing expenditures dur- 
ing recent years for nursing, dental and optical 
provision, ete., on relief account, and the finances 
of many hospitals have also been burdened by the 
heavy proportion of indigent patients. 


MANITOBA 


In Winnipeg, a panel of doctors for persons on 
the relief rolls was set up in February, 1934, and a 
full-time medical relief officer is also retained, who 
acts as a referee on points of dispute. Application 
to the relief officer for a permit to consult a doctor 
may be made by married men for any member of 
the family, by women with dependents, and in a 
few special cases by some categories of single men. 
The choice of doctor is left to the patients, subject 
to the jurisdiction of the medical relief officer, while 
house visits are arranged if necessary or nursing 
service secured if the doctor so decides. The city 
has contracted with the local Druggists’ Association 
for the filling of doctors’ prescriptions, but the 
Relief Department encourages their restriction to 
a standard formulary drawn up for this purpose. 
A Medical Advisory Committee, which reports to 
the Unemployment Relief Department, and is 
appointed by the Winnipeg Medical Association, 
helps to administer the scheme. One dollar and 
fifty cents is paid for a house call, $1 for an office 
call, 50 cents for a hospital visit, $20 for a home 
confinement and $10 for a hospital confinement, 
but no doctor can claim more than $100 in any 
month unless he has performed more than $150 
worth of services in which case he is paid $100 plus 
60 per cent of the excess up to a maximum of $150. 

The supplements to general practitioner service 
are more extensive than in most other cities: by 
arrangement with the General Hospital, a dental 
clinic has been established for the unemployed, the 
city making an appropriation for the cost of 
dentures; by a similar arrangement with opticians, 
glasses when necessary are provided at city cost; 


and, through a separate department of the city 
hospital charges including surgeon’s fees for opera- 
tions certified as necessary are taken care of. As 
in other parts of the Dominion, provincial grants 
are made on a per diem basis towards the expenses 
' of free beds, but under the provisions of the main 
medical relief scheme, the family doctor may con- 
tinue to attend such cases in the hospital, and is 
paid for his visits at the agreed rate. 

In the unorganized territory of Manitoba, medical 
attention for those on relief is financed by the Proy- 
ince, and costs incurred on behalf of unemployed 
persons whose residence in a particular municipal- 
ity is not established are similarly accepted. Other- 
wise, whether a family on relief can secure medical 
attention, apart from hospitalization, depends on 
varying municipal arrangements. Thus in St. 
Boniface doctors are paid a small flat-rate fee, in 
Portage la Prairie a city relief doctor is maintained, 
while in those areas where Health Units have been 
established, their facilities are usually available. 


SASKATCHEWAN 


In Saskatchewan, a substantial appropriation, 
accepted as a joint provincial-federal charge, has 
been made available for doctors’ and dentists’ ser- 
vices for all persons on relief. However, much of 
the burden of providing medical services for the 
rural relief population has been shouldered by the 
system of “ municipal doctors,” covering some 140 
municipalities and rural districts. Under one plan 
in operation, a full-time physician who serves all 
the residents of his district and acts as medical 
officer is retained at an appropriate salary, while 
under another plan a doctor and nurse are subsi- 
dized by the municipality. Through the union of 
districts into larger groups, similar co-operative 
arrangements have been applied to maintain hos- 
pitals over a large part of the Province, while special 
maternity grants of $25 per case are made by the 
provincial Department of Health, partly to mothers 
and partly to doctors or hospitals. The special 
needs of the drought area are also recognized in the 
inclusion on the Health Services Board, along with 
officials of the Departments of Labour and of Muni- 
cipal Affairs, of the provincial Commissioner of the 
Red Cross, which organization has been one of the 
principal relief agencies throughout the depression. 

In most of the smaller towns the medical ioe 
of unemployed persons have fallen to the care 2 
the medical officers and municipal nurses, oS the 
supplement only of larger subsidies to hospitals "5 
some cases, and usually of a Relief Committee to 
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assist in administration. In Regina, the city’s 
medical relief arrangements were put on a basis 
similar to that organized in Winnipeg, shortly after 
the change was made there. The city pays a 
maximum of $2,500 monthly to the Regina and 
District Medical Society, or in effect to the medical 
officer of health and his Advisory Committee of 
three physicians appointed by the Society, who 
administer the grant, and scrutinize the accounts 
submitted by the doctors who have attended relief 
patients in each month. The maximum amount 
paid to a doctor in one month is $100. Medicines 
are supplied under contract with druggists, the 
standard formulary being the same as that used in 
Winnipeg, and where a prescription is not covered 
by the formulary, it must be submitted to the 
medical officer for approval. Grants have been 
made available since 1935 for dental and optical 
treatments. The local Dental Society, which 
receives the dental grant, retains an examining 
officer who examines all relief applicants in need 
of dental services, and refers them thereafter to the 
dentist they select from the Society’s panel. For 
persons with visual defects, on recommendation of 
a physician, the city pays the occulist’s fee (at 
special rates) plus a grant of $2.50 towards the cost 
of glasses, while full costs are paid for school 
children, or if the individual’s health or efficiency 
will suffer if he lacks glasses. Recommendations 
for admission to hospital or for operations are made 
to the medical officer, although emergency opera- 
tions may be performed without any recourse to 
this procedure, the allowance of fees being then 
based upon the case history and full pathological 
findings which are submitted later. Apart from 
these arrangements for operations, the city pays 
the hospital charges at agreed rates for relief 
patients. 
ALBERTA 


In Alberta, the services of those Health Boards 
which have been established in cities, of “com- 
munity doctors’ or municipal physicians where 
such a scheme has been accepted, and of district 
nurses and travelling clinics in the less organized 
regions, are available for the unemployed. In 
Edmonton and Calgary, some medical service 
specifically for persons on the relief rolls has been 
established; otherwise, failing the availability of 
public health personnel, the unemployed may only 
secure medical care on the same terms as indigents. 
Only a few towns have negotiated types of admin- 
istration organized co-operatively between the relief 
departments and the local medical association. 
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In Edmonton, the city accepts accounts, subject 
to review and veto, from any doctor who treats a 
relief patient, at rates of $2 for an office call and 
$3 for a home visit, with the proviso that only one 
call per patient per month may be charged for. 
Bills for necessary operations and for dental work 
(limited to extractions only) are accepted, but not 
the cost of glasses, while medicines, if the individual 
cannot buy them, may be secured only through the 
city hospital. An individual who is permanently or 
temporarily unemployable may be attended by a 
city nurse, but hospital charges are held against 
the patient whether he can pay them at the time 
of admission or not. In Calgary the city makes a 
lump-sum grant to the City Medical Association of 
$2,000 a month without accepting or receiving 
accounts from individual doctors, the administra- 
tion being entirely in the hands of the Association. 
The cost of medicines is borne separately by the 
city, and appropriate cases of sickness are referred 
to hospital clinics. In the provision of necessary 
glasses and other medical appliances, the city meets 
half the cost, the other half being deducted in small 
instalments from the regular relief allowance. 


BritisH CoLUuMBIA 


Until the Medical Services Branch of the Pro- 
vineial Secretary’s Department was organized in 
1935, the provision of medical relief was a muni- 
cipal responsibility. When the Branch was first 
organized it was contemplated that responsibility 
for medical services for the indigent would be 
assumed completely by the Provincial Secretary’s 
Department. But in practice this has not taken 
place and funds for the Medical Services Branch 
have been provided ever since by the Unemploy- 
ment Relief Branch of the Department of Labour. 
In effect, therefore, the Medical Services Branch 


has been simply one section of the Unemployment 
Relief Branch. This branch arranges medical ser- 
vices (general practitioner service, necessary drugs 
and a few extras) for recipients of unemployment 
relief in unorganized territory and makes grants 
(essentially on a fifty-fifty basis) to municipalities 
which desire to provide organized services (general 
practitioner and drugs) to those on unemployment 
relief within their boundaries. Agreements are now 
in effect with most of the municipalities, including 
all the more important ones. The municipalities in 
turn make their own arrangements for remunera- 
tion of physicians, agreements with the medical 
profession for lump sum payments being most 
common. 

In Vancouver, a full-time doctor, nurses, and a © 
nutritionist are members of the civic relief staff. A 
plan to provide maternity services for unemployed 
families was started in August, 1933, with wider 
provision, including all basic medical services, fol- 
lowing in January, 1934; the general principle being 
accepted of a monthly grant to the local medical 
association which is disbursed pro rata to the doc- 
tors submitting accounts. Fifty per cent of the 
total grant ($5,000 a month) is paid by the city, 
the other share being provincial. The contract with 
the Vancouver Medical Association provides for 
both general practitioner and specialist service. All 
essential operations are covered, and _ hospital 
charges are met jointly by city and _ province. 
Dental treatment is limited to extractions, and 
glasses may be supplied free if recommended on 
grounds of health, while the relief office has a 
standard pharmacopeia, arranges directly for the 
supply of medicines and meets this particular cost 
as a 100 per cent city charge. The fees of a doctor 
and nurse at agreed standard rates are paid for 
home confinements, while one inclusive charge is 
made for hospital confinements. 


APPENDIX III 


TRAINING THE UNEMPLOYED IN GREAT BRITAINS5 


Since 1923, about 173,000 men and boys, and 
80,000 women and girls have received training 
during unemployment, while about 1,400,000 juve- 
niles have passed through Junior Instruction 
Centres. In 1937 there were at least five distinct 
types of training or instruction furnished or 
financed by the Ministry of Labour, with the Unem- 
ployment Assistance Board co-operating in matters 
of policy and recruitment. 


GovERNMENT TRAINING CENTRES 


Government Training Centres, with over 7,500 
places, were maintained for the training of those 
men fitted to learn a skilled trade. Training was 
offered in every area of heavy unemployment 
where the young men had poor chances of getting 
a start in life; and, in the building and engineering 
trades, it was offered in all areas without exception. 
In addition, refresher courses were held for ex- 
workers in engineering who had lost touch with 
their trades or who, having had an earlier course of 
training, had fallen once more into unemployment. 
To encourage volunteers, five preparatory centres 
were opened inside the Special Areas where local 
men were invited to come in and try a six-weeks’ 
course in the hope that they would transfer to a 
full course; and, for men whose lack of health was 
an obstacle, free medical and dental treatment was 
provided. For men not fitted for the heavier 
trades, courses were offered in hair dressing and 
neon-sign making; or they could become cooks and 
waiters at the Park Royal Centre near London. 
Late in 1937 a new scheme was developed whereby 
the Ministry of Labour undertook to train serving 
soldiers for industry in the last six months of their 
colour service to enable them to enter the labour 
market when discharged, if not fully skilled, at any 
rate with sufficient grounding to be certain of a job. 
Four of the Ministry’s Training Centres were 
reserved entirely for soldiers. 

A six months’ course in a Training Centre cost 
the Ministry of Labour nearly £50 a man, including 
board and lodging, tools and fares, and a small 
allowance (5s. per week); dependents, if any, were 
also cared for. Difficulty has been met in recruit- 


mployment Policy— 
Chapter VI 


5 Based upon R. C. Davison, British Une 
The Modern Phase Since 1930. London 1938. 
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ing enough men who were suitable for training and 
willing to move away from home, with the result 
that not all the training places could be used. How- 
ever, 98 per cent of the men who completed the 
course and reached the improver stage in metal or 
woodwork, ete., were placed in jobs, while the 
Ministry could not turn out engineers’ improvers 
fast enough. 


Tuer INstRUCTIONAL CENTRES 


Instructional centres, varying in number from 
fifteen to twenty, with about 20,000 admissions in 
a year, were established to cater for men of the 
labourer type rather than to teach a trade. They 
were agencies of physical and moral rehabilitation, 
giving men a twelve weeks’ course of fairly hard 
work, good feeding and mild discipline. Unlike 
the Government Training Centres, all the Instruc- 
tional Centres and their Summer Camp Extensions 
were residential. 

In the early years some difficulty was experienced 
in finding useful work which the trainers could do 
but this problem was solved by providing such work 
as the clearing of forest sites and making roads for 
some of the Land Settlement Estates. An even 
greater difficulty was the recruitment of men. The 
situation of the centres in remote places, the policy 
of paying no wages for work done, the steady 
improvement in ordinary employment and the 
increased chance of getting wages, and the agita- 
tion of an irreconcilable element, had the effect of 
discouraging enrolment. 


WoMEN’s TRAINING 


Training facilities were offered to some of the 
unemployed women and girls on much the same 
plane as the Government Training Centres for men. 
About 2,000 were recruited every year for either 
the residential or non-residential centres in which 
women who had been factory hands and girls over 
fifteen were taught the various domestic arts, 
including cookery, needlework and _ laundering. 
Although little difficulty was experienced in finding 
trainees employment either in hotels or private 
homes, and the area of recruiting was not restricted, 
there was no rush of volunteers. This work of 
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women’s training was supervised, not by the Min- 
istry of Labour direct, but by the Central 
Committee on Women’s Training and Employment. 


INDIVIDUAL VOCATIONAL TRAINING 


Assistance from the Ministry of Labour was 
given to men and women for individual training 
in any occupation, where it could be proved that 
such training would improve the _ applicant’s 
chances of regular employment, or to apprentices 
in professions, such as that of chemist or of marine 
engineering, in passing the examinations which 
would qualify them to take up employment. In 
addition, young people in unsuitable or blind-alley 
jobs could be assisted to take courses in radio- 
engineering or shorthand, the grants usually taking 
the form of an unconditional payment of benefit 
during the period of the course in which the student 
was not required to be available for work. 


JUNIOR INSTRUCTIONAL CENTRES 


Junior instructional centres were conducted by 
local education authorities under the central ad- 
ministration and generous subsidy of the Ministry 
of Labour. They were something of day continu- 
ation schools, attendance at which was compulsory 


in certain selected areas which, by the end of 1936, 
comprised the whole or part of 200 Employment 
Exchange Areas, chiefly in the depressed regions of 
South Wales and the North. In October, 1937, the 
number of courses had fallen below 170, with an 
average attendance of 22,000 boys and girls. 

The Ministry of Labour was empowered to make 
regulations to compel employers to notify the 
Exchanges of all discharges of juveniles under 
eighteen, and, while no such regulations were made, 
the object was secured by requiring employers to 
post the juvenile Unemployment Books to the local 
Exchange instead of handing them to the discharged 
person as in the case of adults. However, this 
arrangement did not work well as the juveniles 
shifted from one employer to another quicker than 
their books. 

A weakness of the junior instructional scheme 
was the fact that its enrolment depended upon the 
unemployment of juveniles. Since the brighter 
boys got employment quickly, the average period 
of attendance was little over three weeks. How- 
ever, it must be remembered that Great Britain is 
now in a relatively prosperous cycle of years and 
difficulties for these schemes caused by employment 
would not occur during a depression. 


a 


APPENDIX IV 


STATUTORY PAYMENTS TO GENERAL HOSPITALS BY PROVINCES 
AND MUNICIPALITIES 


British CotumpBia 


The Province makes grants to public hospitals 
for all patients except Indians, whether paying or 


non-paying, according to the size of the hospital 
based on the number of patient days of treatment 
it gives annually, as follows:— 


365-— 500 patient days treatment... <.s..0n. 20. we $625 (lump sum annual payment) 
501— 1,000 : rte’ etre, oe 1.25 per patient day over 500 
1,001- 2,500“ ‘ OO PI. 2; aes Ahk st $e OD 
2,501- 5,000“ — « AW... cpm SO, sua bites ie te) 
5,001-10,000 =“ "4 Thy Mune <2) Sears eee ‘he es : “ 5,000 
10,001 and over “ te Oe ee Sin ee vo " # HO ROH 
Babies are counted as patients. Under a regula- MANITOBA 


tion effective as of January 1, 1938, statutory 
payments are not made in respect of any patient 
who has spent more than 300 consecutive days in a 
hospital. 

ALBERTA 


The Province pays $0.45 per day for 120 days for 
all patients, whether paying or non-paying, receiv- 
ing active treatment. The grant is continued if 
the patient still receives active treatment but ceases 
if he becomes chronic or incurable. The grant is 
paid for 14 days in maternity cases, or longer on 
the advice of the attending physician. The grant 
is paid for babies as well as mothers. 

The Municipalities are liable in the case of indi- 
gents only for the per diem public ward charge of 
the hospital but for not more than $200 per person 
in any one year. Contracts between local authori- 
ties and approved hospitals are permitted. 


SASKATCHEWAN 


The Province pays 50 cents per day for every 
patient, whether paying or non-paying, including 
babies but not children brought in on account of 
the mother’s illness. Since November 1, 1933, there 
has been a special grant for “ relief services” of 
40 cents per patient day for patients from Area A, 
and 20 cents per patient day for those from Area B. 
Area A is where more than 80 per cent of the 
inhabitants are on relief. 

The municipalities are liable for a payment of 
$2.50 per diem for indigents. Municipalities are 
permitted to make agreements with hospitals or to 
build and operate union-hospitals. 
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The Province pays— 
$.40 per diem for public ward patients 
.20 per diem for babies born in hospital 
.50 per diem for communicable disease cases. 


The grant is limited to three consecutive months 
except with the written approval of the Minister. 
Municipalities are liable for the duration of hospital- 
ization. <A hospital must have fifteen beds before 
it is eligible for a government grant. 

The municipalities’ grant is based on the average 
cost of public ward care for the preceding year, 
with a maximum of $1.50 per day. (The maximum 
for smallpox patients is $7.00 per day.) Seventy- 
five cents per day must be paid for babies born in 
hospitals. If a patient is declared incurable, the 
municipality, after notice, must pay $2.00 per day. 


ONTARIO 


The Province pays $.60 a day for all patients 
(except Indians, non-residents of Ontario, persons 
for whom the Department of Public Health is 
liable and certain workmen’s compensation and 
employment liability cases) for whom the hospital 
receives not more than $1.75 per day. After 180 
days the rate is reduced to 10 cents per day. Thirty 
cents per day for not more than fourteen days is 
paid for babies of indigent parents born in hospitals. 
It is stipulated that provincial aid must not exceed 
the total amounts received during the year from 
municipalities. 

Municipalities must pay $1.75 per day for indi- 
gents in general hospitals, $.60 for babies of indi- 
gent parents, and $1.50 for indigents in hospitals 
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for incurables. If the liability would unduly burden 
a municipality (other than a city) the Province 
may assist with a special grant. Municipalities 
may make agreements with private hospitals for 
the care of indigent patients. 


QUEBEC 


Hospitals are supported by the Public Charities 
Fund which is set up by provincial statute. The 
cost of indigent patients is provided for as follows. 
Class Al general hospitals with a minimum of 40 
beds for indigents are paid $3.00 per patient day; 
Class A2 general hospitals with a minimum of 25 
beds for indigents are paid $2.01 per day; Class A3 
general hospitals with a minimum of 15 beds for 
indigents are paid $1.50 per day. These charges 
are shared equally by the Province, the municipality 
and the hospital. This rate also applies to hospitals 
for incurables. The Province may make lump sum 
grants from the Fund, spread over a period of years, 
for construction and other capital expenditures. 


New Brunswick 


The Province gives lump sum grants to hospitals. 
In 1932 government grants were reduced 25 per 
cent. 

Municipalities are responsible for all charges 
above what the patient is able to pay, based on 
the average cost per diem of the current or preced- 


ing year. Many hospitals receive lump sum grants 
from municipalities, but there is nothing in the Act 
to make this obligatory. 


Nova Scoria 


The Province pays $.30 per patient day for all 
patients up to $1,500 for any one hospital; then 
$.20 per patient day. Grants are given to (1) 
hospitals established or maintained by a city, muni- 
cipality or town council; (2) hospitals established 
or maintained by private persons or benevolent 
organizations where such hospitals have fulfilled 
certain conditions (including the receipt of a grant 
of not less than $500 from the municipality in 
which it is situated for its maintenance). 


Municipalities are liable for a charge of not more 
than $2.00 per day for patients unable to pay. An 
arrangement between a hospital and municipality 
is permitted. Certain Nova Scotia municipalities 
have requested the government to revert to the old 
system whereby the municipality was liable only 
for those patients who were sent to the hospital by 
the overseers of the poor. The hospitals oppose 
this suggestion and no change has been made yet. 


Prince Epwarp Istanp 


The Province gives annual lump sums to the three 
general hospitals and the provincial sanatorium. 
No statutory obligations are imposed on _ local 
authorities. 


APPENDIX V 


THE SOCIAL SECURITY ACT (1935) OF THE UNITED STATES 


The Social Security Act covers two types of 
social insurance usually found in modern systems, 
namely insurance for unemployment and for old 
age. In addition, it provides grants for (1) assist- 
ance to dependent children; (2) maternal and 
child health; (3) public health; (4) the care of 
crippled children; (5) the care of neglected children 
in primarily rural areas; (6) vocational rehabilita- 
tion; (7) non-contributory pensions for the blind. 
In this appendix attention will be concentrated on 
the social insurance aspects of the act because of 
the current interest in that field in Canada. 


A. UNEMPLOYMENT INSURANCE 


The Social Security Act does not set up a national 
system of unemployment insurance but encourages 
the establishment of state systems. The technique 
it employs is quite unique. It provides for a pay- 
roll tax on all employers of 1 per cent for 1936, 2 
per cent for 1937 and 3 per cent annually thereafter. 
These taxes are imposed on all wages and salaries, 
irrespective of their size, in non-exempted indus- 
tries. The proceeds go directly into the federal 
treasury, but, if any state introduces a mandatory 
system of unemployment insurance approved by 
the federal government, the employers in that state 
may credit as an offset against the federal payroll 
tax the amounts which they contribute to the state 
insurance fund, provided that the total amount of 
such credits do not exceed 90 per cent of the federal 
tax: The federal government makes grants for 
administration, which is presumably why it retains 
10 per cent of the proceeds. 


Exemptions 
The exemptions allowed are quite wide. In 
general, all employers hiring less than eight 


employees are exempt, although an employer is 
included if the number of his employees rises above 
seven during twenty weeks of a given year. Certain 
types of employment are completely exempt, namely 
(1) agriculture; (2) domestic service in a private 
home; (3) shipping, within the navigable waters 
of the United States; (4) services of members of 
the immediate family who are not over twenty-one 
years of age; (5) the service of the federal govern- 
ment or one of its instrumentalities; (6) the service 
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of a state government or its subdivisions and 
authorities; (7) agencies not operating for profit 
and carried on for religious, charitable, scientifie, 
literary, and educational purposes. 


Benefits 


No scale of benefits is stipulated, nor are any 
requirements made regarding the length of the 
waiting period or the duration of benefits. 


Minimum Standards 


The standards required are few, chiefly (1) 
benefits must be paid through public employment 
offices or such other agencies as the Board may 
approve; (2) No benefits shall be paid until two 
years after contributions are assessed under the 
state law; (3) The revenue collected by the states 
must immediately be turned over to the Secretary 
of the Treasury in Washington and there be 
credited to the Unemployment Trust Fund; (4) 
Unemployed workers may refuse to accept employ- 
ment under certain conditions and still be eligible 
for benefits, e.g. “if the position offered is vacant 
due directly to a strike, lockout, or other labour 
dispute”; if the worker is required as a condition 
of employment “to join a company union or to 
resign from or refrain from joining any bona fide 
labour organization.” 


Administration 


The Social Security Act recognizes several methods 
of administering the insurance reserves. First, a 
state-wide pooled fund may be set up covering all 
employees. Second, an individual employer or a 
group of employers may establish an individual 
reserve out of which benefits are paid to the workers 
normally employed by that employer or group of 
employers. Third, an employer or group of 
employers may guarantee a specified minimum 
amount of employment to its employees for a given 
year in lieu of paying the payroll tax. Both the 
second and third of these plans lead to inequalities 
of benefits as between workers in different plants. 
The plant reserve system gives no protection to the 
employee who is fully qualified for benefits but 
finds that the individual reserve has run out; while 
the guaranteed employment plan requires only a 
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low level of employment and appears to throw 
quite a burden of part-time unemployment on the 
worker. 

The Act also allows a state to adopt merit rating. 
This principle is adopted from workmen’s compen- 
sation, and it is argued that if an employer’s tax for 
unemployment compensation is reduced as he stabi- 
lizes his working force, all employers will be stimu- 
lated to regularize their operations and hence the 
basic cause of unemployment will be met. No other 
country uses merit rating in unemployment 
insurance. Great Britain tried it but dropped it 
in 1920 because it had proven hard to administer 
and had not produced the results anticipated. Most 
authorities are agreed that the analogy between 
workmen’s compensation and unemployment com- 
pensation is not a true one.6 For one thing, it does 
not take into account the effect of the business 
cycle on unemployment; and, generally speaking, it 
disregards the fact that many of the factors making 
for a low rate of unemployment in a given firm or 
industry have nothing to do with managerial policy. 
By wholly or partially exempting many firms from 
contributions, merit rating undermines the insurance 
funds and sets up conditions of unfair competition 
between competing firms in states with merit rating 
and in those without merit rating. Finally, the 
basic idea of merit rating—that unemployment can 
be solved by the regularization of employment—is 
only partially true. Aside from the fact that some 
types of unemployment are not susceptible to this 
solution, there is the further consideration that 
some ways of “regularizing” employment simply 
freeze both employment and unemployment. In 
an attempt to avoid paying unemployment contri- 
butions, the employer may during slack times 
spread work by introducing a part-time week and 
thus stabilize employment at the poverty line, and 
during good times do the minimum of hiring. 


Present Situation 


All the states have taken advantage of the federal 
legislation and have set up systems of unemploy- 
ment insurance. These systems have not been in 
operation sufficiently long to allow of too dogmatic 
conclusions but certain problems caused by the 
peculiar organization of unemployment insurance 
in the United States are already apparent. 

1. Complexity—The outstanding characteristic 
of the American system of unemployment insurance 
is its complexity. Unemployment is a national 


®°For a discussion of the arguments on merit rating see 
A. Epstein, Insecurity: A Challenge to America, pp. 829 et seq., 
New York, 1938 (second revised edition); Bryce Stewart, Planning 
and Administration of Unemployment Compensation in the United 
States, pp. 492 et seq. New vark 1938. 


problem with causes that are national and inter- 
national in scope. But to deal with this problem, 
fifty-one separate schemes have been put into 
operation, embracing numerous individual differ- 
ences. As one authority says:— 


“The terms of the Social Security Act permit wide 
diversity in the state legislation and there are count- 
less dissimilarities in the provisions of the various 
jurisdictions. The number of workers an employer 
must have on his payroll for purposes of inclusion 
under a law ranges from eight in twenty weeks to one 
at any time; altogether there are eleven different com- 
binations. The states that have merit rating fix five 
different minimum contribution rates and four maxi- 
mums. Initial waiting periods are of five lengths, and 
the provisions present in most laws for fixing maxi- 
mum waiting periods in a specified number of weeks 
add five additional variants. Three levels of maximum 
weekly benefits and eight minimums are set. There 
are at least four principal methods of computing par- 
tial unemployment benefit. The maximum duration 
of benefit in a benefit year may be any one of seven 
periods ranging from twelve to twenty weeks, but 
further variation is introduced by the methods of 
determining the duration in terms of weeks worked or 
wages earned. Only one state grants every qualified 
claimant the same duration of benefit. This range of 
diversity has presented serious problems to all con- 
cerned—to the federal authority, which must exercise 
the same kind of control with respect to fifty-one 
different laws, to the employers operating in more 
than one state, who must conform to the separate 
laws of such states, and to employees whose em- 
ployment brings them under the jurisdiction of more 
than one state law. The American unem- 
ployment compensation legislation gives rise to ad- 
ministrative problems that are practically insuper- 
able.”’7 


This cumbersome and complicated federal-state 
system was introduced largely because of the fear 
that a national system would be declared unconsti- 
tutional. Since the United States Supreme Court 
handed down its decisions on the Social Security 
Act, these fears seem to have been unjustified.§ 


2. Administration—The complexity of the 
American picture was increased by the fact that 
various services needed for dealing with unem- 
ployment were not co-ordinated administratively. 
The United States Employment Service was kept 
separate from the Social Security Board, to the 
detriment of administrative efficiency. The Bureau 
of Internal Revenue, over which the Social Security 
Board had no control, was charged with collecting 
the federal social security contributions. Differ- 
ences of opinion between these three bodies in 
interpreting the Social Security Act have arisen and 

7 Bryce Stewart, op. cit., pp. 458 et seq. 


8 Stewart Machine Co. v. Davis, 301 U.S. 548, affirmed the 
unemployment compensation sections of the Act. 


open up regrettable possibilities of friction. Fur- 
thermore, it would be much less confusing to em- 
ployers, whose Co-operation is essential for the 
success of the scheme, if there were one body ad- 
ministering and interpreting the statute, whose 
decisions were final. “The rulings of the Bureau 
of Internal Revenue already consti- 
tute more than 300 pages. State interpretative 
decisions, opinions of State attorneys-general and 
appealed benefit decisions now cover more than 800 
pages. When appealed benefit decisions for all of 
the fifty-one benefit-paying jurisdictions begin to 
appear, this material will bulk into thousands of 
pages. Employers, especially those who operate in 
more than one state, will be hopelessly confused.’”9 

There was no attempt to lay down a permanent 
national policy for unemployment relief in the 
Social Security Act and no permanent relief agency 
was set up. Since 1933 the federal government has 
been much more prominent than state or local goy- 
ernments in planning and financing unemployment 
relief, but there has been no attempt to relate these 
activities to the structure of unemployment in- 
surance. 

A good part of the burden of administration 
under the Social Security Act falls on the employer. 
He must make up monthly or quarterly payroll 
records for the federal government and for the state 
government. The payroll base for the two may 
differ. If the company operates in more than one 
state, its burden is correspondingly increased be- 
cause of the differences in the state laws. Besides 
the 3 per cent payroll tax, therefore, the employer 
has in addition no small administrative costs under 
this legislation. There have been many complaints 
that two systems of taxation, one federal and one 
state, with great variety in the latter, is a need- 
lessly complicated way of providing funds for one 
system of unemployment insurance. 

The setting up of contributions and benefits as a 
percentage of wages earned has entailed a heavy 
job of administration to the various governments 
involved. It has been criticized as “ the most com- 
plicated and costly system of administration be- 
cause it makes a separate wage class out of each 
wage-earner. Long delays in benefit payments are 
unavoidable under this system. A mere description 
of the record-keeping difficulties involved here 
would fill a volume.”10 The Chairman of the Un- 
employment Compensation Advisory Council in the 
State of New York, after a devastating analysis of 
the operation of the system in that state, concludes, 


9 Bryce Stewart, op. cit., p. 463. 
10 Abraham Epstein, op. cit., p. 835. 
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“the time has come for the proponents of this 
principle (of gearing benefits to prior earnings) to 
step down from their ivory towers and justify its 
continued use in the light of our experience and 
needs.”11 “ The delays in making payments which 
have characterized this first year,” writes another 
authority,12 “ have led to resentment and complaint 
among workers. The system is difficult to under- 
stand and the worker frequently finds that even the 
local administrator is in no position to explain to 
him the provisions of the law and the reasons for 
the determination governing his own case. Perhaps 
our greatest sympathy should be reserved for the 
administrators. They have been asked not merely 
to administer an act that would have taxed a 
trained and experienced staff, but they have also 
had to do so at a time of heavy claims when workers 
and employers alike were still incompletely aware 
of the provisions of the law and of their own rights 
and duties thereunder.” As the latter part of this 
quotation indicates, it is probable that difficulties 
were magnified at the beginning of the scheme but 
they were great enough to cause considerable 
changes in the reports required and in administra- 
tive procedures, even though some of these changes 
modified the original aims of the benefit structure 
erected under the Act. 


3. Actuarial and Financial Problems—The great 
majority of the states have followed the federal 
example of levying a payroll tax. Benefits are 50 
per cent of wages and are generally paid for from 
ten to fifteen weeks. These provisions have been 
criticized on the following grounds. 

(a) Financing the system exclusively by a pay- 
roll tax is inequitable as between business firms 
and does not yield sufficient income to provide 
adequate protection for the unemployed. It is 
inequitable as between business firms because, 


“Some businesses enjoying an expanding market 
and low labour costs per unit of product may be able 
to pass part or all of the costs of the payroll tax onto 
the consumer. Others in highly competitive situations, 
marginal firms, those not readily susceptible to tech- 
nological improvements, public utilities whose rates 
are regulated by public bodies, and concerns in which 
labour is the largest factor in cost of production will 
have to absorb part or all of these added burdens. 
Granted that business should share generously in such 
costs, a policy that would permit more gradual 
absorption of the burden than the rise in three years 


11 Herman A. Gray, Address at the Twelfth Annual Con- 
ference of the American Association for Social Security, April 14, 
1939. 

12 Eveline M. Burns, Common Sense and Unemployment Com- 
pensation, a paper read at the joint meeting of the American 
Association for Labor Legislation and the American Statistical 
Association, December 1938, and printed in the American Federa- 
tionist, March, 1939. 
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to 3 per cent of total payroll would have made for 
easier adjustments, a lighter brake on business expan- 
sion and fewer dislocations with their resultant unem- 
ployment.”13 


It does not provide adequate protection for the 
unemployed because a benefit period of from ten to 
fifteen weeks does not begin to meet the needs of 
mass unemployment. A short benefit period is 
valid only on the assumption that workers merely 
need tiding over short periods of unemployment. 
In the light of experience since 1929, such an 
assumption no longer reflects actual conditions. 
The benefit period in Great Britain is for six 
months, with an additional six months available 
under certain conditions. This is a realistic attempt 
to meet the problem of prolonged unemployment. 
This defect in the American scheme has definite 
implications for public finance because it means 
heavier demands for unemployment relief, all of 
which must come from public exchequers. 

The United States is the only country that 
has attempted to finance unemployment relief 
solely by a payroll tax on employers. All other 
countries require the employees to contribute and 
in the great majority of cases make substantial 
contributions themselves. In Great Britain, gov- 
ernmental participation in the scheme from the 
beginning was largely responsible for its continued 
success. There are other sound reasons for both 
state and employee contributions. When the em- 
ployee pays premiums, he has a definite sense of 
participation in and responsibility for the system. 
State contributions out of the proceeds of progres- 
sive taxation are highly equitable and carry the 
insurance principle of spreading the burden of risks 
over as wide a constituency as possible to its logical 
conclusion. 

The experience of both the United States and 
other countries, then, points to the conclusion that 
adequate unemployment insurance benefits for a 
sufficient period of time to begin to meet the needs 
of prolonged unemployment, can best be paid if 
contributions to the insurance fund are made by 
the employer, the employee and the state. 


(b) The federal-state system of unemployment 
insurance creates inevitable financial difficulties for 
some of the states. Some of the states have too 
small a working population to allow sufficient scope 
for the insurance principle of spreading the risk. 
In such states the closing down of one large indus- 
trial plant will be a severe drain on the unemploy- 
ment insurance fund. “The danger of insolvency 
in sparsely populated states is increased by the fact 


18 Bryce Stewart, op. cit., p. 499. 


that some of them have high unemployment rates, 
according to the available data. Nevada’s percent- 
age of unemployment eligible for compensation for 
1930-33 was estimated at 32-5 per cent; Montana’s 
as 29:5; and Arizona’s as 29°3. Yet these states 
have the same contribution rate as most others, 
the same maximum benefit, and of the three only 
Arizona reduces duration below the norm to fourteen 
weeks of benefit, while Nevada grants eighteen 
weeks,”14 

Similar dangers to the unemployment insurance 
fund are caused in states that are dependent upon 
one or two types of industry. Depression in those 
industries makes the insolvency of the fund almost 
inevitable. The same dilemma faces states that 
have a high proportion of seasonal industries, unless 
special regulations are introduced for such indus- 
tries. One of the great merits of a national system 
of unemployment insurance is that it allows the 
insurance principle of spreading the risk to be 
carried to its furthest limits. The types of problem 
that flow from the smallness of a region and from 
its economic complexion do not arise under a 
national system. 

(c) A different kind of problem is caused under 
the federal-state system by interstate and migratory 
workers. The Social Security Act made no pro- 
vision for such workers. “In all probability,” says 
one American authority, “a pooled federal fund 
will be needed adequately to take care of these 
persons.”15 Here again, the problem is automa- 
tically met by a national system. 


B. Oup Acr INSURANCE 


Compulsory old age insurance is designed to sup- 
plement the federal-state system of non-contribu- 
tory pensions and will, of course, reduce the number 
applying for that type of assistance. It differs 
basically from the unemployment insurance scheme 
because it is a national system. As in unemploy- 
ment insurance, however, the revenue sections of 
the legislation were kept separate from those that 
appropriate money in the hope that this would 
enhance the constitutionality of the bill.”16 

The taxes for old age insurance, which are levied 
equally on employers and employees, begin in 1937 
with 1 per cent on wages and salaries for each and 
rise to 3 per cent each by 1949. The employer is 
the collector and he deducts the employee’s tax 
from wages. The taxes apply to all businesses, in- 


14 Bryce Stewart, op. cit., p. 484. 

15 Paul ag er Social aa Pea in the United States (second 
edition), New York, 1939. p. 418. 

16 The Supreme Court upheld the fedeyal old age insurance 
system in Helvering v. Davis, 301 U. 8S. 


cluding those that employ less than eight workers 
but otherwise exemptions are much the same for 
old age insurance as for unemployment insurance. 
Unlike the latter system, taxes are not assessed on 
income over $3,000 a year. 


Monthly annuities are paid at the age of sixty- 
five provided that the applicant has been employed 
during each of at least five years, has received at 
least $2,000 in wages or salary and retires from 
work. In general principle, the annuities are the 
same as those sold by private insurance companies. 
They are to be based on life-time earnings accord- 
ing to the following formula. The worker will 
receive an annuity equal to one-half of one per cent 
of his first $3,000 of earnings, one-twelfth of one 
per cent of his next $42,000, and one twenty-fourth 
of one per cent of any earnings above that amount. 
The minimum annuity granted is $10 a month and 
the maximum $85. If a person dies before reaching 
the age of sixty-five his estate is paid roughly what 
the worker contributed during his lifetime. Simi- 
larly, if he dies after the age of sixty-five but 
before his benefits have equalled 34 per cent of his 
insured earnings, the difference goes to his estate. 
The system is in large part, therefore, based on 
compulsory savings rather than on the true insur- 
ance principle of risk-sharing. 

Although the system has been in operation 
but a few years it has been widely criticized 
on basic points. The method of assessing con- 
tributions and calculating benefits is heavily 
weighted against the younger worker, who pays not 
only for his own annuities but also for a substantial 
share of those of the older worker. At the same 
time the system does not provide adequate annui- 
ties for the older worker. “ The ‘unearned annui- 
ties’ which will be paid to the older workers who 
reach sixty-five will be met out of the higher con- 
tributions of the employers and the younger 
workers.”17 But the minimum pension is only $10 
a month, and it will take a person earning $100 a 
month regularly nearly twenty years to gain a 
pension of $30 a month.18 Thus the system does 
not meet the social problem of providing at least a 
minimum of subsistence income to all workers in 
their old age. Consequently many workers will, 
despite their annuities, be forced to apply for addi- 
tional income through the non-contributory pen- 
sions scheme and undergo a means test. Hence two 
systems will be required to deal with the same 
worker for the same need. 


17 Paul Douglas, op. cit., p. 166. 
18 Abraham Epstein, op. cit., p. 780. 
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The size of the payroll tax and the rapidity with 
which it reached its maximum rate has also drawn 
heavy criticism. It has been argued that the rapid 
introduction of the 6 per cent payroll tax on em- 
ployers levied by old age and unemployment insur- 
ance would militate against the paying of higher 
wages and stimulate the technological displacement 
of labour. It has been claimed that the taxes on 
wages were unnecessarily high and that the conse- 
quent huge withdrawals of purchasing power de- 
layed recovery and stimulated depression. The 
“collection of one billion dollars of social security 
taxes in 1937,” said Chairman Marriner 8. Eccles 
of the Federal Reserve System, “ diminished buying 
power at the very time an increase in retail sales 
was most needed.”19 , These criticisms have 
had their effect and the period over which the old 
age payroll tax will reach its maximum has recently 
been considerably extended. 

Perhaps the heaviest fire has been directed 
against the huge old age reserve fund that will 
result from the provisions of the Social Security 
Act. The surplus of receipts over benefits that the 
6 per cent payroll tax will give until the system 
reaches maturity has been estimated by the Senate 
Committee on Finance to reach approximately 47 
billion dollars by 1980.29 This sum is larger than 
the existing national debt of the United States. It 
can be seen that the framers of the Act were greatly 
influenced by the practice of private insurance 
companies as opposed to the “ pay as you go ” basis 
that is followed in many countries. They believed 
that the interest on this huge fund would provide 
absolute security for the old age system in the 
future and relieve the taxpayer of any necessity of 
subsidizing it. 

There have been basic objections to this reason- 
ing. In the first place, the analogy between state 
and private insurance is not a true one. The state 
cannot, like a private insurance company, invest its 
surpluses outside itself. The Act itself provides 
that reserves are to be invested only in government 
bonds or obligations. The interest on such bonds, 
therefore, does not come from a source outside the 
government, it comes from the taxpayer himself. 
“Thus we have the anomaly of the Government 
piling up a forty to fifty billion dollar reserve fund 
in order to obtain the privilege of taxing the people 
for money to pay old-age pensions.”21 The only 
way that such a fund would help the taxpayer is if 
it were used consistently to acquire the national 


19 Speech before New Jersey Bankers Association Convention, 


I 13, 1938; quoted in Abraham Epstein, op. cit., p. 787. 
a 74th 5 i list Session, Senate Calendar No. 661, Report 


, 628, pe 9. 
i" 2 Maxwell Stewart, Social Security, New York, 1937, p. 156. 
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debt. Assuming for purposes of illustration that 
eventually the old age insurance fund had acquired 
the whole national debt, interest on the national 
debt and payments into the insurance fund would 
then be the same thing; while, without the fund, 
the state would presumably have to subsidize the 
old age insurance system as well as pay interest on 
the privately held national debt. 

There are fundamental objections to such a 
course, however. First, it would mean that workers 
and their employers were being taxed to pay for 
the whole national debt. There is no reason in 
equity or economics why they should be held 
responsible for the wars, public works, droughts, 
ete., that are represented in the public debt. 
Second, it would entirely reverse present financial 
practice and have a highly unsettling effect upon 
the financial structure of the nation. Insurance 
companies, banks and industries have for genera- 
tions based their policies partly on their ability to 
buy government bonds. Suddenly to cut them off 
from this field of investment would be a drastic 
change of policy, the results of which might be 
calamitous. Third, the accumulation of these 
reserves through payroll taxes “ will beyond doubt 
greatly decrease the amount of purchasing power 
which otherwise would be spent upon consumers’ 


goods. This will most certainly be the case for the 
contributions made by the workers. The contribu- 
tions by the employers will in turn tend to be 
shifted either backward to the workers in the form 
of lower wages or forward to the consumers in the 
form of higher prices. In either event they also 
will decrease the real outlay on consumers’ goods. 
Since our society seems to have suffered during the 
twenties from too large a proportion of the national 
income being reinvested and too small a proportion 
being used for consumers’ goods, the withdrawal of 
such huge amounts from current consumption may 
well help to create a further state of unbalance in 
the future.”22 Fourth, at a time of deficit financing 
by governments and when heavy pressure for 
additional expenditures is being put on them from 
various sources, the sudden appearance of a huge 
new source of revenue would be a decided induce- 
ment to extravagance. 

These arguments too have influenced the United 
States government and as already indicated it has 
revised its policy for levying contributions and has 
hence modified its plan to build up a huge old age 
reserve account. 


22 Paul Douglas, op. cit., p. 168. 
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